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BRADBURY, WILKINSON & CO., LTD. 


—Koti<oo 


DESIGNERS, ENGRAVERS & PRINTERS 
<a 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
—4¢>— 


PROSPECTUS, TRUST DEEDS, 
CONFIDENTIAL REPORTS, 
AND ALL STATIONERY FOR 
FINANCIAL HOUSES 
HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY win 2 MOORGATE BUILDINGS, 
a E.C. 2. 


TrRizrHone: WIMBLEDON 2500-1-2 TELEPHONE: LONDON WALL, 8806-7-8 








BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES : WORKS: 


17 ABCHURCH LANE, | LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 


COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 


PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 
PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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« Like many an old friend, | he 
Craven Mixture is apprecia- 
ted not for appearance, but 


for proved qualities. plain old tin 


I’ve smoked it for many 
a year and can assure you an 
that it’s the smoothest and 


most satisfying tobacco aman wo rk 


could wish for—still blended 


and matured by the true together 


. 
al ng = 
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old-fashioned painstaking 
methods as it was in 1860. 
It’s not the label on the tin—it’s , 
the quality of the contents that 3 
counts.” 


In Ordinary and Broad Cut 
Also in Cartridge Form 
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Mixture Tobacco 
IN THE PLAIN OLD TIN. 
Sir James Barrie in "My Lady Nicotine” 


says ‘IT IS A TOBACCO TO LIVE FOR’ 
P= i visit “ : 
2/5. 4 07. 4/10 1n Airtight Tins. CARRERAS LTD.. Est. 1788 
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_ THE IMPERIAL BANK OF PERSIA | 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650,000 Reserve Account - - £470,000 


(with power to increase to £4,000,000) 


Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS: 
THE WESTMINSTER BANE LIMITED, LOMBARD STREET. I.LOYDS BANK LIMITED. 
HEAD OFFICE: 
33/36 KinG WILLIAM STREET, LONDON, E.C.4 
CHIEF OFFICE IN PERSIA: 
TEHERAN. 
BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 
Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 


Shiraz, Sultanabad, Tabriz, Yezd. 
BRANCHES IN IRAQ (Mesopotamia): BRANCH IN INDIA: 
BAGDAD, BASRA, KIRKUK. BomBay. 


MEssRS. GLYN, MILLS & Co. 


"THE BANK is prepared to transact Banking Business of every 
description in and connected with Persia and Iraq (Mesopotamia), 


also with Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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BANK AND CURRENCY NOTES, POSTAGE 
STAMPS, BONDS, SHARE WARRANTS AND 
CERTIFICATES, ETC. 





Thomas De La Rue & Co,, Ltd., design, 
engrave, and print every class of security 
document for Governments, Banks, and 
leading Financial Houses, etc., throughout 
the world. Their work is of the highest 
quality, and their charges compare very 
favourably with those of other houses. 





INQUIRIES ARE INVITED 





NO BUNHILL ROW, TELEPHONE: 
LONDON, E.C.1 CLERKENWELL 2064 
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The Last Word in Safe Defence 


TANGBAR 


CHUBB’S new Reinforcement 


for Ferro-concrete construction 


ITED. 








for 
. AND 
iZvin 
esht SAFE DEPOSIT VAULTS 
CHUBB & SON’S LOCK & SAFE CO., LTD., 
ery BANKERS’ ENGINEERS AND STRONG ROOM BUILDERS 
ia) 128 QUEEN VICTORIA STREET, LONDON, E.C.4. 
rae Telegrams: ‘‘CHUBB, LONDON.” Telephone: City 1626 (two lines). 
sills —— = 
dit NFURNISHED ROOMS TO LET, suit 
. U honk clerks about to get married. Sodio. THE POLISH HANDBOOK 
sitting-room, breakfast-room, and kitchenette, A Guide to the Country and Resources of the 
First-class modern house, every convenience. Republic of Poland 
'l Electric light and power, gas, and ’phone. 
| Clapton aa, deaehe” Saame private 10 6 — 


i] sports ground at rear. Apply—W.R., Box 77, 


a . ; : agit Order from: The Editor, The Polish Handbook, 
Wlif@| ‘The Banke r,’ 9 East Harding Street, E.C.4. 


47a Portland Place, London, W.1. 





A Banker’s Advice is always 
acceptable. 


On the question of House Purchase it 
may be to his and his client’s interest 
to look into the possibilities of the 
Britannic Assurance Company’s House 
Purchase (with Life Assurance) Plan. 


A copy of the booklet “‘To Abolish Rents” will be 
forwarded free on request. 


Funds - - £12,000,000. 


BRITANNIG ASSURANCE COMPANY, LTD. 


(EsTv. 1866.) 
BROAD STREET CORNER, BIRMINGHAM. 
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MOSCOW NARODNY BANK 
LIMITED 


Heap Orrice : 
300 High Holborn, London, W.C.| 


Paris Branco: 26, Rue Vivienne, Paris 


BerLIN REPRESENTATION : 
Kurfiirstenstrasse, 33, Berlin 


Authorised Capital - : - £1,000,000 
Paid-up Capital - - : . 700,000 
Reserve Fund & Undivided Profit - $0,000 


The Bank finances the export and import operations 
of the Russian Co-operative and other Societies, 
Principal Foreign Agents of the All-Russian 
Co-operative Bank, Moscow and Branches. 

London Correspondents of the State Bank of 
the U.S.S.R. 

Every kind of Banking Business Transacted. 
Remittances to Russia effected. Letters of Credit 
and Drafts issued on Moscow and other centres in 
Sterling, U.S, Dollars, and Tchervonetz, Collections 
undertaken. 


Correspondents in all Principal Centres of Europe, 
The U.S. of America, and everywhere in the U.8.8.R. 


STATE BANK 
OF THE U.S.S.R. 


Created by Decree of the Soviet Government of 


12th October, 1921. 


Chervonetz 


Capital 25,000,000 


Bank Note Issue on June 16, 1927 93. 870,065 


Issue Dept.’s Gold 
and Platinum Reserve do. 


18,408,275 

Issue Dept.’s Foreign 

Currency Reserve do. 8,373,864 

N.B.—1 Chervonetz contains 119.4826 grains of pure 
gold and equals £1 Is. 1}d. or $5.14}. 


Head Office and Foreign Dept., MOSCOW. 


500 Branches. 


The Bank effects mail and cable remittances in all parts 
of the Soviet Union and engages in Home and Foreign 
janking Business of every description. 


AGENTS AND CORRESPONDENTS IN ALL PARTS OF THE 
WORLD. 


IONDON CORRESPONDENTS.—Iloyds Bank  [,td.; 
National Provincial Bank Ltd.; Midland Bank Ltd.; 
Westminster Bank Ltd.; Barclays Bank Lid.; N. M. 
Rothschild and Sons; Hambros Bank L,td.; Kleinwort, 
Sons and Co.; J. Henry Schréder and Co.; Samuel 
Montagu and Co.; S. Japhet and Co. Ltd.; Fredk. 
Huth & Co.; Equitable Trust Co. of New York; 
National City Bank of New York; Bank for Russian 
Trade Ltd.; Moscow Narodny Bank Ltd. 


THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 1680 


Capital subscribed Yen 100,000,000 
Capital paidup- - Yen 60,000,000 


Reserve Fund - - Yen 55,400,000 
(December 1926) 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Bombay, New 
York, Shanghai, Sourabaya. 


LONDON OFFICE: 


Winchester House, Old Broad Street, 
E.C.2 


Telephone- - - LONDON WALL 3221-2 
” * 4239 


Cable Address “‘ MITSUIGINK, LONDON.” 


COMMERCIAL & INDUSTRIAL BANK 
of the U.S.S.R. 


Cable Address: ‘‘ Prombank.”’ 
Established November 1922. 
Main Office: 88 Branches 
Karunin Square, 2/7 Offices and Agencies 
Moscow. in the Union, 
STATEMENT 
as at October 1, 1926. 
Paid and Subscribed Capital Rbls. 82,594,992 
Reserves and Special Funds 36,634,015 
Deposits and Current Accounts 189,237,789 
Discounts and Loans 350,050,666 
‘* PROMBANK”’ was established with special object 
for financing the State Industries 
and Trades of the U.S.S.R. 
It handles Exports and Imports in 
taw materials and goods manu- 
factured. 
It transacts business in Russian and 
Foreign Currency. 
Discounts and Loans to the State Industries and Trade 
Organizations on October 1, 1926, amounted to 
RblIs. 320,625,000. 


Correspondents of “ PROMBANK.” 


GREAT BRITAIN 

LONDON .. IJoyds Bank, I,td. 
Bank for Russian Trade, Ltd. 
The Moscow Narodny Bank, I,td. 


UNITED STATES 
New York City The Chase National Bank of 
the City of New York. 
The Amalgamated Bank of 
New York. 
The Equitable Trust Co. of 
New York. 
CHICAGO ,. The Amalgamated Trust and 
Savings Bank. 
Correspondents in all important Cities 
ot Europe, Americas, Near and Far East. 
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MOREIRA, GOMES & CIA., 


BANKERS 


P. O. Box 22. 


Teleg. Address : ‘* MATTA.” 


PARA—BRAZIL 


Drafts, travellers’ credits and telegraphic transfers. 


Current and deposit accounts opened. 


Bills discounted. 


Correspondents in all principal cities of the world. 


London Agents: 
National Provincial Bank Ltd. Midland Bank Ltd. 


New York Agents: 


American Exchange Irving Trust Co. National Park Bank 
of New York. 


BANCO NACIONAL 
DO COMMERCIO 
Established 1895. 

Cable Address * ‘“‘“BANMERCIO.” 


Head Office : 
PORTO ALEGRE (Brazil). 


Subscribed Capital Rs. 25.000:000 000 
Paid Capital Rs. 15.000:000 :000 
Reserve Fund Rs. 21.500:000 :000 

Credited to Share- 


holders Rs. 2.500:000 5000 
Rs. 19.000:000 5000 
Dividends 1918 1924, 12%. 1925 26, 15%, 


Tondon Correspondents : The British Bank of 
South America I,td., Kleinwort, Sons & Co., 
J. Henry Schréder & Co., and The National 

City Bank of New York. 
Branches and Agencies in the States of Paran4, 
Santa Catharina, and Rio Grande do Sul 


(South Brazil), and Correspondents in all 
principal towns of Brazil and foreign countries. 


Every Description of Banking 
Business Transacted. 








BANCO DO BRASIL 


Head Office: Rua 1° de Marco 66, 
Rio de Janeiro 





Capital - - - 100,000.000$000 
Reserves - - - 131.456.715$571 


Paper- Currency 
Redemption Fund 324.892.896$526 


Last Dividend 20% 


Branches in the chief commercial 
cities of Brazil and Agents 
in smaller towns and abroad. 


All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 
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BANK of LIVERPOOL 
& 

MARTINS LIMITED 


Head Office: 
7, WATER Psat LIVERPOOL. 
don Office 
68, LOMBARD STREET, E.C.3. 


Capital Subscribed £18,791,120 
Capital Paid Up 
and Reserves - 4,454,154 


Deposits, etc., at 
3lst Dec., 1926 59,819,326 


The Bank has over 400 offices 
and Agents in all the principal 
towns at home and abroad. 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 





COMMERZ-UND PRIVAT-BANK) | 


AKTIENGESELLSCHAFT 
(Established 1870) 


HAMBURG - BERLIN 


Branches in: 


BREMEN LEIPZIG 


COLOGNE MAGDEBURG 
DRESDEN MUNICH 
FRANKFORT-Main STUTTGART 


and in 200 other places. 





Telegraphic Address : 


“HANSEATIC” 





COMMERCIAL UNION 


ASSURANCE 





Head Office: 
CORNHILL, LONDON 


Insurances of every Description 


Total Assets (including Life Funds) 
at 3lst December, 1926, exceeded 
£54,000,000. 





" BANCA NAZIONALE 
— DICREDITO 


Capital—Lire 300,000,000 


Reserre— Lire 40,000,000 


‘| Head Office: MILAN 


Offices at: 
Milan, Naples, Genoa, Rome, 
Turin, Palermo, ___‘ Trieste, 


Bologna, Florence, Venice. 

Over 60 Branches in the princi- 

pal industrial and commercial 
points of Italy. 


? EVERY KIND OF BANKING BUSINESS 


TRANSACTED 
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BANK OF NEW ZEALAND. 


Bankers to the New Zealand Government. 


Authorised Capital - 


£&7,561,23s8 





Four per cent. Guaranteed Stock .. 
Preference A Shares issued to the N. 
Preference B Shares Do. 


C Long-term Mortgage Shares (of which 234,375 have been offered to N 


Z. Government 


) Subscribed £529,988 
and 500,000 

) Paid up 1,375,000 
. Z. Government) 468,750 


D Long-term Mortgage Shares (of which 468,750 have been offered to Ordinary permis 937,500 


Ordinary Shares, subscribed and paid up 


Reserve Fund and Undivided,Profits 


3,750,000 
£7,561,238 
3,609,655 


£11,170,893 


London Office: 1 QUEEN VICTORIA STREET, E.C.4. 
Negotiates and Collects Bills of Exchange. Grants Drafts on its Offices in New Zealand, Australia, Fiji, and 


Samoa. Remittances made by telegraphic transfer. 
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ANNUITIES 


The Canada Life Assurance Co. special- 
izes in Life Annuities and offers the 
very best value and service to its clients. 


Its rates are exceptionally attractive 
and the contracts are protected by 


FUNDS OF OVER £26,000,000 


Invested in absolutely first - class 
securities under direct Government 
supervision. 


The Company is one of the strongest 
in the British Empire, with undivided 
Surplus of 


£1,773,635 


Full particulars can be obtained from 


CANADA LIFE 
ASSURANCE COMPANY 
ESTABLISHED 1847. 


2 St. James’s Square, London, $.W.1 


J. R. WANDLESS, F.1.A., Manager. 
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ROBERT MILL, Manager. 





TRADE INDEMNITY COMPANY LTD. 


Established 1918 


CAPITAL: 
AUTHORISED AND ISSUED 
£250,000 FULLY PAID 


TRADE CREDITS 


The object of the Company is to assist Mer- 
chants and Manufacturers to develop Home 
and Overseas Business by the Insurance of 
Credits. 
The seller is thus enabled to— 
1. Extend the credits he is in the habit of 
granting without increasing his liability. 
2. Transact his usual volume of business with 
a materially reduced financial risk. 
3. Open new accounts with greater confidence. 
4. Discount bills with his Bankers on a larger 
scale and on better terms. 
The Company is prepared to grant policies 
insuring approved accounts up to 75 per cent. 
of the net invoice value of goods sold and 
delivered in the ordinary way of trade to 
customers domiciled in almost any part of 
the world. 
In order to facilitate the financing of debts the 
Company is prepared to grant protection to the 
Bankers against the event of the Policy being 
invalidated through neglect or otherwise on the 
part of the Assured in complying with the 
Conditions of the policy. 
Prospectus and Proposal Forms can be obtained on 
application to: 
77 CORNHILL, LONDON, E.C.3 
Underwriter: H. S. SPAIN 


All inquiries are treated in the strictest confidence 
MANCHESTER OFFICE: 1 BOOTH STREET 











YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan.) 


Capital Subscribed and Fulty Pala - - Yen 100,000,000 
Reserve Fund - - - Yen 92,500,000 


Head Office: YOKOHAMA. 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
London, Los Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, 
Sydney, Tientsin, Tokyo, Tsinanfu, Tsinjstau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bis of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 
received for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, London, E.C.2. 
K. YANO, Manager. 
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ALLIANCE 


Assurance Company Limited. 
Head Office : 


BARTHOLOMEW LANE, LONDON, E.C. 2 
Established in 1824, 


Assets exceed £25,000,000. 


Directors: 


CHARLES EDWARD BARNETT, EsqQ., Chairman. 

LIONEL N. DE ROTHSCHILD, Esq., O.B.E., Deputy-Chairman. 
S1r IAN HEATHCOAT AMORY, BarT., C.B.E. | C. SHIRREFF HILTON, Esq. 
RIGHT HON. VISCOUNT BEARSTED, M.C. W. Douro Hoare, Esq., C.B.E. 
FREDERICK CAVENDISH BENTINCK, Esq. R. M. HOLLAND-ManrrTIN, Esq., C.B. 
ALFRED FOWELL BUXTON, Esq. Davip LANDALE, Esq. 
JouN CarTor, Esq. SIR CHRISTOPHER T. NEEDHAM. 
Lorp DALMENY, D.S.O., M.C. CECIL FRANCIS Parr, EsqQ. 
Major GERALD M. A. ELLIS. COMMANDER M. P. B. PORTMAN, R.N. 
FREDERICK CRAUFURD GOODENOUGH, EsQ. | WILLIAM HEARD SHELFORD, Esq. 
THE MARQUESS OF HARTINGTON, M.P. HENRY ALEXANDER TROTTER, Esq. 
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THE ALLIANCE 


grants 


INSURANCES OF ALL KINDS :— 


LIFE (with and without Profits). Assurances with Disability Benefits. 
Estate Duty Policies. Staff Assurance and Pension Schemes. 
Group Life Assurances. Children’s Deferred Assurances 
and Educational Endowments. Annuities. 


SINKING FUND and CAPITAL REDEMPTION. 


FIRE. 
MARINE. 
BURGLARY and THEFT. 


ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
Party, Drivers’ Risks, Lift, Plate-Glass, and Workmen’s Compensa- 
tion with Special Policies for Domestic Servants. 


MOTOR CAR, MOTOR CYCLE. 
FIDELITY GUARANTEE. LIVE STOCK. 
BOILER and MACHINERY INSURANCE and INSPECTION. 


COMPREHENSIVE POLICIES FOR BUILDINGS OR CONTENTS OF 
DWELLING-HOUSES. 


THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 
TRUSTEE. 


Particulars of any of the above will be sent on request. 
T. B. Ponsonby, General Manager. 
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THE BANKER 


Published Monthly by 


EYRE AND SPOTTISWOODE (PUBLICATIONS) LIMITED. 


VoL. IV JULY 1927 


Contents : 


FRONTISPIECE : Mr. BENJAMIN STRONG - - - - ~ 


LEADING ARTICLES : 
SOME REFLECTIONS UPON RECENT MONEY MARKET EVENTS — 
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CONVERSION — - ~ - 
By John W. Hills, M.P. 
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EDWIN CANNAN-) - - ~ = - xs ay 
By Sir Josiah Stamp, G.B.E. 

BANK ARCHITECTURE : THE MIDLAND BANK, PALL MALL 
By Prof. C. H. Reilly. 


THE TosBacco INDUSTRY AND THE REVENUE - - - _ 
By the Right Hon. William Graham, M.P. 


INTERNATIONAL BANKING REVIEW —- ~ > - 
THE BI-CENTENARY OF THE ROYAL BANK OF SCOTLAND - - 
CORRESPONDENCE : THE FRENCH PURCHASES OF GOLD IN LONDON 
EQUIPMENT FOR BANKS —- - - - - - 
BRITISH INSURANCE OVERSEAS — = - ~ _ 


The Editor will be glad to consider articles on Banking 
subjects and to receive items of news of interest to Bankers. 
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INTERNATIONAL ACCEPTANCE BANK 


INCORPORATED 


International Banking Transactions 


Paut M. Warsurc, Chairman 


NEW YORK 





F. ABnot GoopuueE, President 
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FIRE LIFE 


MARINE ACCIDENT 





LIFE BONUS 1926: 
COMPOUND REVERSIONARY BONUS OF £2% per annum. 


1 KING WILLIAM STREET, E.C. 4. 
Marine Dept.:— 7 ROYAL EXCHANGE, E.C. 3. 


ASSETS EXCEED 
£11,000,000 


THIRD CENTURY OF ACTIVE BUSINESS. 


BRANCHES AND AGENCIES THROUGHOUT THE WORLD. 
APPLICATIONS FOR AGENCIES INVITED. 
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Some Reflections Upon 
Recent Money Market 
Events 


INCE the end of April a series 
S of remarkable movements have 
taken place in the international 
money markets which merit all the 
attention they are receiving. On 
April 21 the bank rate was reduced 
to 45 percent. On the next day the 
sank of France repaid to the Bank 
of England an amount of £33 millions 
sterling, thereby releasing earmarked 
gold to the extent of £18 millions. 
Between April 20 and April 27, other 
securities in the return fell by £27 
millions, Government securities rose 
by {10 millions, and other deposits 
fell by {12 millions. The market, 
aware that the transference of £33 
millions to the Bank would in any 
case at this period of the year streng- 
then the hold of the Bank on money 
market rate, was not, however, pre- 
pared for the events of subsequent 
weeks. Whilst the Bank of France 
was in possession of free gold in 
London, it first sold $60 millions to 
the New York Reserve Bank, which 
the New York bank sterilized by 
open-market sales on the now familiar 
plan. This operation was, however, 
followed by reverse operations both 
in London and in New York. In 
New York the Bank of France bought 
gold to the extent of $45 millions 
a step which was followed by an 
expansion of “ earning assets.”’ — In 
London gold was taken from the 
Bank, and in subsequent weeks from 
the market. In the three weeks 
between May 25 and June 8 the Bank 
lost £3°8 millions gold net. | Money 
market rates gradually stiffened, so 
that they are at times barely below 
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the official rate. The feeling that a 
4} per cent. rate would be followed 
in due course by a further fall has 
given way to the feeling that, at best, 
the rate will go no lower, and that 
any further heavy withdrawals may 
push it up even before the autumnal 
drain makes itself felt. 

Very little impression has_ been 
produced at first sight on the official 
figures of the Bank of France. — Be- 
tween the end of May and the mid- 
June return, neither the official gold 
reserve nor the figures of gold and 
silver bought under the enabling Act 
show any appreciable alterations. 
On the other hand, between May 27 
and June 16, the “ Miscellaneous 
Assets’ have gone up by 2,812°4 
million frs., or, say £23 millions 
sterling, an amount greater than the 
combined revealed gold purchases in 
London and in New York, and very 
much greater if the previous sale of 
$60 millions is taken into account. 
Whilst the miscellaneous assets of 
the Bank of France thus show a 
considerable increase, considerable 
fluctuations have taken place in the 
miscellaneous liabilities: which rose 
by 1,500 million frs. between May 27 
and June 2, and fell by 1,295 ane 
between June 2 and June 16. The 
tendency on the market is weak, 
rates being in the neighbourhood of 
2 per cent. In the three centres, 
London, New York, Paris, then, rates 
are respectively hardening, steady, 
and falling. 

Meanwhile, in Berlin, an indepen- 
dent drama has been staged. The 
Reichsbank, faced throughout the 
greater part of 1926 with a constant 
offering of foreign currency, gradually 
found itself deprived of all influence 
over the market. In January it 
reduced its rates in order to stave 
off, if possible, further offers. Be- 
tween January and May there was 
the coincidence of a stock exchange 
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RECENT MONEY 


boom and an outflow of funds. 
Unwilling to raise its rate lest it 
again lose command over the market, 
but faced with rising stock prices 
which in themselves were attracting 
funds, it tried the expedient of 
rationing the stock exchange and 
then, at the beginning of June, of 
controlling credit by a rise in the 
bank rate. Thus in Berlin also 
money is hardening. 

The experiences of Berlin give a 
clue to the experiences of Paris. 
A central bank which is overwhelmed 
with offers of foreign money finds the 
market slipping away from its control. 
It can do two things. It can allow 
the rate of exchange to rise: but, 
then, every rise in the rate will 
attract a further offer of speculative 
funds eager to benefit from the antici- 
pated rise. It can allow market rates 
to fall, in the hope that this fall will 
deter further offers from abroad. 
3ut even a falling rate of interest 
may not deter offers of foreign cur- 
rency, so long as it is not certain that 
the exchange rate will not be allowed 
to rise. Its best way out is to allow 
market rates to fall, to put an end 
to the hopes of currency appreciation, 
and to encourage rates to rise else- 
where, if it can. But the Bank of 
France cannot, of itself, legally stabi- 
lize the franc: it can only allow 
rates to fall in Paris and encourage 
rates to rise elsewhere. 

The immediate difficulties of the 
London money market are, as is 
inevitable, being used as an argument 
against the gold standard. It is 
said, with what truth no one can 
really say, that “‘ French money ”’ 
in London is in the neighbourhood of 
{50 millions. | What would happen 
if the Bank of France took any con- 
siderable proportion of this amount 
away in gold? At the best a terrific 
rise in bank rate : at the worst some- 
thing resembling a panic. These 
possibilities are part of the price, so it 
is argued, that we pay for clinging to 
our superstitions. Even those who 
are not prepared to go so far as this 
are arguing that there are “ rules of 
the game,” and that the recent 
policy of the Bank of France is 
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sinning against these rules. But in 
a matter of this sort it is as well to 
be discriminating. 

In the first place, a great deal of 
the current unrest would be stilled 
if the French Government could be 
induced to formally announce its 
intentions. If the world were assured 
that the franc would not be allowed 
to rise above its present rate, such 
rates of foreign currency to France 
as are based upon the hopes of further 
appreciation would come to an end. 
It is not the desire of France to return 
to gold, but the refusal to name a 
rate at which the definitive return 
will take place, which is one of the 
greatest difficulties. 

In the second place, even if we 
were not on the gold standard, the 
London market would be faced by 
difficulties, given the present French 
situation. Supposing us still to have 
a managed currency, the existence 
of large balances on French account 
in London implies a bear situation 
in sterling as soon as holders desire 
to convert into francs. Speculation, 
instead of confining itself to bulling 
francs, could then extend to sterling 
as well. The pressure on the sterling 
exchange market would presumably 
lead to remedial action by the Bank, 
or the sterling exchanges would have 
to be allowed to slip away. This 
would cause a rise in the cost of 
imports and in the cost of living on 
the one hand, and a temporary boom 
in exports on the other: to be 
followed later by a slump, if the 
exchange were allowed to recover, 
or were forced back by credit opera- 
tions to its original figure. In any 
case, a managed currency, given a 
mass of foreign balances to be trans- 
ferred, does not in any way secure the 
economic system as a whole from 
suffering a certain degree of shock. 

It is necessary, in other words, to 
draw a distinction between the diffi- 
culties which arise out of the French 
balances in London, and the diffi- 
culties which arise from the fact that 
these balances, or part of them, may 
be drawn out in gold. The first set 
of difficulties arose out of the “ flight 
from the franc’’ and the present 
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phase of the “ flight to the franc.” 
They represent the part of the price 
paid, not for the gold standard, but 
for the absence of a gold standard 
in the past. The second set of 
difficulties does arise out of the fact 
that we are on the gold standard and 
that France may put her own inter- 
pretation upon the “rules of the 
game.’ Now, in effect, there is no 
reason to suppose that the Bank of 
France desires to accumulate a large 
stock of gold via London for its own 
sake: at any rate, there is no evidence 
to that effect. What the bank desires 
is in fact the opposite. It desires 
to see a situation in which the balances 
remain here, or perhaps better, a 
situation which will not lead to any 
increase in the volume of sterling 
balances offered to it. If this is the 
policy of the Bank of France, the 
taking of gold is not the end, but the 
means to an end: a small amount of 
gold is taken now, in order to prevent 
a larger movement of balances which 
would otherwise take place. 

But it may indeed be the case that 
in addition to its immediate aims, the 
Bank of France also desires, in the 
long run, to add to its gold stocks. 
3ut this is a factor which both as 
regards its influence on the price of 
gold in terms of goods, and as regards 
the future of money rates here, must 
be kept carefully apart from the 
issues previously discussed, It forms 
an integral part of a wider problem, 
in which the Federal Reserve Board, 
as well as the Bank of England, is 
vitally interested. Presumably, it 
is this wider question, as well as the 
narrower one, which is now engaging 
the attention of the ‘“‘ Four Power 
Conference ’’ of Central Bank Gover- 
nors in New York. But it is only if 
the two problems, the short-run one 
and the long-run one, are kept clearly 
apart, that understanding of a very 
complicated state of affairs becomes 
possible. We may still have a 
“ price to pay for the gold standard,” 
but the problem of the balances, 
which is the real issue of the moment, 
so far as one can see, did not arise 
out of the gold standard, and could 
not be solved without difficulty, 





even if the gold standard did not 
exist. 
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**Receipts’’ and Cheques 


EW banking developments of 
F recent years have given rise 

to so much discussion as the 
introduction by the Midland Bank of 
receipt forms to be used in substitution 
of cheques for amounts of less than 
£2. These forms purport to be 
receipts from the customer to the 
bank, and, before becoming effective, 
they have to bear the customer’s 
signature and an amount has to be 
inserted. The main object of the 
forms is to avoid the cost of the stamp 
duty of 2d. to which all cheques, 
irrespective of amount, are subject, 
but from which receipts for less than 
{2 are exempt, and controversy has 
centred principally around the ques- 
tion whether the new forms, if they 
serve the main purpose of cheques, 
can really be regarded as receipts 
because of an alteration in the 
wording. There is good legal support 
for the view that if a customer attends 
at a bank and, instead of drawing a 
cheque, receives payment against an 
unstamped receipt duly signed by him 
for an amount of less than £2, there 
is no evasion of stamp duty. The 
relations of banker and customer have 
been held to be those of debtor and 
creditor, and the preliminary of 
drawing a cheque is not necessarily 
an essential pre-requisite of payment 
by the bank to the customer. In 
practice, receipt forms are practically 
never used in this way, and it could 
be argued that in the absence of 
arrangements to the contrary a 
customer impliedly consents to follow 
the usual banking customs and issue 
cheques for all payments to be made 
by the banker, whether to himself 
or to third parties. Had the forms 
introduced by the Midland Bank been 
intended for direct payments to 
customers, the points at issue would 
have been of comparatively small 
significance, but no such limitations 
were contemplated and it was specifi- 
cally announced that the forms could 
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be used for payments to third parties. 
In this connection, it is important 
to remember that the question of 
stamp duty depends upon whether 
the document comes within the defini- 
tion of a bill of exchange, as defined, 
for the purpose of stamp duty, by 
section 32 of the Stamp Act of 1891. 
This section provides that ‘“ For the 
purposes of this Act, the expression 
‘bill of exchange’ includes draft, 
order, cheque, and letter of credit, 
and any document or writing (except 
a bank note) entitling or purporting 
to entitle any person, whether named 
therein or not, to payment by any 
other person of, or to draw upon any 
other person for, any sum of money ; 
and the expression ‘ bill of exchange 
payable on demand ’ includes— 


An order for the payment of any 
sum of money by a bill of exchange 
or promissory note, or for the 
delivery of any bill of exchange or 
promissory note in satisfaction of 
any sum of money, or for the 
payment of any sum of money out 
of any particular fund which may 
or may not be available, or upon 
any condition or contingency which 
may or may not be performed or 
happen.” 


This section is spread very wide, and 
it is not easy to see on what grounds 
the new forms could be excluded from 
it. Various reasons have been put 
forward, but they seem to lack con- 
viction. On the assumption that if 
a customer himself were to present a 
receipt to the bank for payment, 
there would be no liability to duty, 
it has been argued that if a third 
party presents the receipt, he is, in 
effect, acting as agent of the customer 
for the collection of the money. 
Agency, however, is a question of 
fact. Ifa third party were to collect 
the amount of the receipt simply in 
the capacity of a messenger, an 
argument of this kind might possibly 
prevail, but when the receipt is sent 
to him in respect of a debt, the party 
collecting is in reality a principal and 
is collecting on his own behalf. There 
would be still greater difficulty in 
sustaining the theory of agency to 


more remote parties. Another argu- 
ment in support of the receipts may 
be that these new forms do not 
‘entitle or purport to entitle’’ the 
holder to payment by any other 
person. A cheque contains a definite 
order to the banker to pay the sum 
mentioned therein to or to the order 
of a specified person or to bearer, and 
is alone sufficient authority for the 
banker to part with his customer’s 
money. The receipt forms contain 
no such instructions. On the face of 
them, they are acknowledgments for 
money received, and when presented 
by parties other than the customer, 
the banker is apparently only 
authorized to pay by virtue of a 
standing order given by the customer 
to the banker to that effect. It 
might, therefore, be said that the 
receipts themselves do not “ entitle 
or purport to entitle ’’ the holder to 
payment, but that the receipts plus 
the standing instruction constitute 
the requisite authority. It must, 
however, be remembered that even 
in the case of a cheque the holder 
has no right against the bank, and his 
title to receive payment rests entirely 
upon the relations existing between 
the drawer and the bank. In other 
words, the title of a holder to receive 
payment of a cheque from the banker 
depends upon certain preliminary 
arrangements made between the cus- 
tomer and the bank, and the position 
does not seem appreciably dissimilar 
in the case of the proposed receipts. 
These forms must be presented to the 
bank to enable the customer’s account 
to be debited, and if they are the 
documents which ultimately make the 
payments valid they would certainly 
appear to entitle to payment the 
parties who present them. 

At any rate, it is not surprising 
that there has been very considerable 
hesitation in accepting the view that 
the receipt forms are duty free, and 
this hesitation is more readily under- 
stood by a reference to section 38 (1) 
of the Stamp Act of 1891 which reads : 
“Every person who issues, endorses, 
transfers, negotiates, presents for pay- 
ment, or pays any bill of exchange or 
promissory note liable to duty and 
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not being duly stamped shall incur a 
fine of ten pounds, and the person 
who takes or receives from any other 
person any such bill or note either in 
payment or as a security, or by pur- 
chase or otherwise, shall not be 
entitled to recover thereon, or to 
make the same available for any 
purpose whatever.” 

To the Bankers’ Clearing House 
the question of duty was of outstand- 
ing importance. If they provided 
facilities for the clearance of the 
receipts, the great bulk of the new 
documents would probably have 
passed through their hands, and they 
naturally wished to be fully satisfied 
as to the legality of the documents 
before they agreed to handle them. 
Acting on legal advice, the Clearing 
House decided for the time being not 
to provide clearing facilities, and this 
action was probably sufficient to put 
the public on notice of the risks 
involved in using the forms. 

The welcome given to the new 
scheme by the Press and public was 
scarcely based on the technical merits 
of the scheme itself. Rather was it 
a reflection of the feeling that the 
present cheque stamp duty is too 
high. Measures designed to save the 
pocket of the taxpayer can always 
count on a good deal of support, and 
a scheme for abolishing stamp duty 
altogether would doubtless be still 
more popular than the one under 
discussion. At the same time, if the 
price to be paid for such economies 
is the necessity of using documents 
admittedly much inferior to the 
cheque, the ostensible benefits may 
be dearly bought. Further, the 
effect on the Government revenue 
cannot be ignored. The Committee 
on National Debt and Taxation 


admitted that stamp duties were 
among the least satisfactory parts 


of our fiscal system, but they are a 
source of considerable revenue and, 
until suitable substitutes are found, 
the Chancellor of the Exchequer is 
scarcely likely to take a_ passive 
attitude if his receipts are threatened 
by a departure which the Legislature 
never contemplated. It is often 
stated that the duty of 2d. per cheque 













































is so high that it restricts their use 
very considerably. Without attempt- 
ing to challenge that view, it may be 
mentioned that since the duty was 
raised from 1d. to 2d. by the Finance 
Act of 1918, with effect from Sep- 
tember 1918, the number of cheques 
issued has continued to increase, 
which rather suggests that the present 
rate of duty is not such a deterrent 
as is sometimes suggested. The net 
receipts and the approximate number 
of cheques used (Great Britain) have 
been as follows, from 1909-10 onwards: 


Millions 
£ of 
cheques. 
Igo0g—I0 1,030,056 .. 247 
IQIO-II .. 1,110,563 .. 266 
IOTI-I2 «. 4,123,052 «.. 260 
IOI2-13. «. 41,148,800 .. 270 
1933-14 .. 1,225,200 «.. 204 
IQOI4-15 «. 43,360,500 .. 2061 
IQI5-16 .. 1,205,500 .. 289 
IQIO-I7 .. 1,243,500 .. 208 
Ig17-1I8_ .. 1,274,000 .. 306 
1918-19 .. 2,891,000 .. 303 
Ig1I9g-20 .. 2,890,400 .. 345 
1920-21 3.353.900 «2 397 
IQ2I-22 .. 2,724,700 327 
1922-23 2,850,000 .. 342 
1923-24 3,025,000 363 
1924 25 3,222,000 .. 387 
1925-20 «.. 3,423,084 .. ATI 


It is not possible to say from these 
figures how many cheques are drawn 
for sums of less than £2, but no doubt 
they are considerable, and evidently 
the Chancellor of the Exchequer is not 
prepared to allow his revenue to go 
by default, nor, incidentally, is the 
Post Office likely to be an indifferent 
spectator of a scheme which will 
certainly have an adverse effect upon 
the use of postal and money orders. 
The Government, after taking Coun- 
sel’s opinion and that of the Attorney- 
General, have adopted the view that 
the receipts are subject to stamp duty 
and a test case is to be brought in the 
courts with a view to establishing the 
position beyond all doubt. Even if 
the Government were to fail in their 
action, they would still be able to 
protect their revenue by amending the 
Stamp Act. In these circumstances, 
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the Midland Bank have wisely decided 
not to issue any further receipt forms 
and to withdraw from circulation 
those already in the hands of their 
customers. 

Whatever difference of opinion there 
may be in regard to the forms, how- 
ever, there is general agreement upon 
the advantages of encouraging the 
extension of banking habits among the 
people. * Progress in this direction, by 
preventing considerable funds from 
lying idle, will ensure greater concen- 
tration of credit resources and enable 
the banks more liberally to provide 
for the needs of trade and industry. 
It is relevant to point out that the 
currency and Bank of England notes 
in effective circulation now amount 
together to slightly over £400 millions, 
compared with a total of £180 millions 
of gold and notes before the war, so 
that there has been a very consider- 
able increase in the legal tender 
retained by the public, even when 
allowance is made for the effect of 
increased price levels. | Measures 
calculated to reduce the note circula- 
tion would assist in curtailing the size 
of the country’s fiduciary issue, im- 
proving the ratio of gold behind the 
notes, effecting economies in the use 
of the metal, and easing the general 
credit position. The ability of the 
banks to grant credit depends to a 
large extent upon their power to 
command currency, and to keep notes 
in the hands of the public in excess 
of real requirements may result in 
an unnecessary waste of our credit 
resources—an extravagance which 
should certainly be discouraged. It 
is true that the volume of the country’s 
gold holdings cannot be governed 
solely by the note circulation, as the 
gold reserves must be commensurate 
with the credit structure as a whole, 
but, nevertheless, the importance of 
economies in the use of currency 
should not be overlooked. 

Given the desirability of promoting 
banking habits among the people and 
economizing in the note circulation, 
it is useful to consider whether the 
proposed receipt forms offer the best 
means of achieving those objectives. 
In this connection, it is desirable to 


study the attributes of the forms. In 
the first place, even if they were 
admitted to be transferable they 
would not be negotiable, and this 
distinction is an important one. 
Negotiability implies that a good title 
to an instrument can be obtained 
through a defective one. For example, 
a thief who has stolen a cheque may, 
under certain circumstances, give an 
entirely good title to the person to 
whom he negotiates it and that 
person may be able to sue all parties 
to the instrument, notwithstanding 
the theft. In the case of a document 
which is transferable only, however, 
a holder only obtains the same rights 
in the instrument as the party had 
from whom he took it, and therefore 
a thief could not convey any better 
title than he himself possessed. In 
other respects, the receipts lack many 
of the advantages of the cheque. 
They have no legal recognition, do 
not, in themselves, enable a holder 
to recover from the party or parties 
whose signatures appear thereon, 
cannot be made payable to order and 
so ensure an endorsement, contain no 
provision for crossing either generally 
or to a specific bank, and offer no 
protection to the collecting bank in 
cases where the customer for whom he 
collects is not the rightful owner. 
Scores of legal problems have arisen 
in connection with cheques, but as a 
result of existing legislation, assisted 
by subsequent interpretations in the 
Courts, the law in regard to them is 
now fairly clearly established. In 
the case of the new forms, however, 
considerable uncertainty would for a 
long time exist as to the rights, 
responsibilities and legal position of 
all those who handled them. One of 
the numerous uncertainties associated 
with the proposed instruments is 
whether the general order given by 
the customer to the bank to pay the 
receipts to the holders on presenta 
tion would require stamping, and 
if so, for how much. If it were to 
require a 2d. stamp for every payment 
made under its authority, there would 
be no saving by the new method. 

It cannot too strongly be empha- 
sized that the cheque is a well-tested 
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and proved instrument which has 
been of great service in_ the 
financial evolution of this country. 
For the purposes for which it is 
used it has become almost sacrosanct, 
and there are grave objections to 
diminishing its importance in any 
way. If the Chancellor of the 
Exchequer is not prepared to sacrifice 
the revenue at present arising from 
cheques for less than £2, he will no 
doubt take steps to prevent the 
receipt forms from coming into general 
use; but if he is prepared to forgo 
such duty, then the natural and 
simple method is to amend the stamp 
laws so that cheques under {2 may 
no longer be subject to duty, with the 
consequence that there would be no 
advantage in introducing a new and 
untried instrument which, on the 
face of it, does not express its real 
function. 


Lord Rothermere’s Advice 
to Bankers 


HERE is little doubt that if 
the various Peace Treaties 


arising from the Great War 
were to be redrafted today in the 
light of the experience gained in 
recent years, they would be altered in 
many respects. While they settled 
some old-standing European problems 
they gave rise to others, perhaps 
equally acute, and in an interesting 
article in the Daily Mail recently, 
Lord Rothermere discussed some 
of these problems as they affect 
Hungary. He called attention to the 
large number of Hungarians detached 
in mass from their motherland and 
now subject to Czecho-Slovakia, Jugo- 
Slavia, and Rumania—a state of affairs 
which, he claims, is prejudicial to the 
peace of Europe. As, however, THE 
BANKER is concerned with financial 
rather than with political issues, this 
article proposes to discuss, not the 
political aspects of the problem, but 
the financial remedy which Lord 
Rothermere suggests. He rightly 
states that Czecho-Slovakia, Jugo- 
Slavia, and Rumania are very largely 
dependent upon foreign credit for any 
national progress they may hope to 
make, and therefore he suggests that 
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the great financial houses of London 
and New York should refuse to make 
advances to those States until reason- 
able rectifications of frontier difficul- 
ties have been effected. It is not the 
function of financiers, however, to 
engage in political disputes, and action 
along the lines proposed would throw a 
great responsibility upon them. At 
the same time, they study the general 
conditions of the countries to which 
they are instrumental in extending 
credit facilities, and therefore the 
facts to which Lord Rothermere 
directs attention will be within their 
knowledge. Doubtless they take all 
factors into consideration, including 
the political stability of the borrowing 
country, whenever loan propositions 
are submitted to them, but to refuse 
to extend facilities until political 
questions are decided on lines they 
lay down raises an entirely different 
question. It is doubtful whether such 
a course is practicable, and in any 
case it would involve serious risks. 
It must not be overlooked that there 
is considerable competition among 
financiers themselves. Is it likely 
that every one of them in London and 
New York could be persuaded to 
follow a united policy on questions 
involving so many controversial poli- 
tical problems? If any loopholes 
existed, the suggested policy could 
scarcely hope to succeed and, more- 
over, London and New York are 
not the only international monetary 
centres. Even if it were possible to 
establish something in the nature of a 
financial blockade, there would always 
be a considerable chance that in some 
way or another the ostracized coun- 
tries would evade it, especially in view 
of the possibility of obtaining facilities 
from other sources, which might, in 
turn, borrow on their own account 
from London and New York. 

There is little doubt that the 
countries suffering under a financial 
embargo would resent action of this 
kind. Attempts have been made in 
the past to attach extraneous con- 
ditions to loans, such as an obligation 
to spend the proceeds in the lending 
country, but these restrictions have 
not proved successful. If the position 
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LORD ROTHERMERE’S 


in Hungary and its contiguous coun- 
tries is such that European peace is 
jeopardized, then the action to be 
taken is a question for the diplomats, 
and not for the financiers. It is not 
clear why the latter should take up 
the réle of arbitrator in securing 
alteration of a Treaty bearing the 
signatures of so many of the Powers. 
If the financiers acted upon their own 
initiative, it is conceivable that they 
might run counter to the. wishes of 
their own Governments; and if, in 
order to avoid such a possibility, they 
first obtained official sanction for 
their action, the suggestion would be 
that the Governments were afraid 
openly to declare their policy, but 
were using the financiers as_ the 
scapegoats. 

It may be pointed out that coun- 
tries in which political conditions are 
unstable are not likely to find it easy 
to raise substantial funds, even when 
no financial embargo exists. Capital 
supplies are less than sufficient to 
meet demands; and in studying the 
applications of borrowers, financiers 
rightly give preference to those coun- 
tries where the security is greatest 
and where the proceeds are to be used 
for definitely productive or other 
reconstructive purposes. If a country 
wishes to borrow to expand its fighting 
forces, or to postpone placing its 
finances on a sound basis, its applica- 
tion naturally meets with very little 
response and, similarly, countries with 
acute political problems will also find 
their borrowing powers very restricted. 
If, however, in cases where it is 
considered that reasonable security is 
offered as cover for legitimate loans, 
applications have to be declined 
because financiers wish frontiers to be 
adjusted, important questions of prin- 
ciple are involved. It is not difficult 
to imagine the outcry that would be 
raised if financiers attempted, in 
consideration of the granting of credit 
facilities, to redraw the map of 
Europe. Such a procedure would 
deeply wound the national prestige of 
the countries against which it was 
directed, and would bring forth in- 
dignant protests against what would 
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be termed unwarranted interference 
in the affairs of other countries. Is it 
contended that every applicant must 
have a clean political slate before he 
is admitted as a borrower, and are 
financiers to determine when the slate 
is clean ? 

Any settlements effected in Central 
Europe are much more likely to be 
lasting and satisfactory if they result 
from friendly discussions and arrange- 
ments between the parties directly 
involved. Good advice by other 
countries may help towards a settle- 
ment of disputed points, but to 
attempt to impose adjustments by 
means of financial domination might 
raise as many serious problems as it 
would be likely to allay. 

Incidentally, it may be mentioned 
that financiers often act simply as 
intermediaries between the borrower 
and the private investor. In such 
cases, to decline on political grounds 
to offer the loan to the public is to 
exercise a discretion which, from some 
points of view at least, is one that 
more properly belongs to the investor 
—an aspect of the question which 
cannot entirely be ignored, even when 
full allowance is made for the respon- 
sibility resting upon issuing houses to 
protect the investing public as much 
as reasonably possible. It may also 
be urged that to refuse credit facilities 
to countries which are struggling to 
restore their economic life is not 
altogether calculated to promote that 
degree of prosperity which will render 
economic sacrifices more practicable. 

The conclusion would seem to be 
that financial houses in deciding upon 
applications for credit must, so long 
as their own Governments impose no 
restrictions, be guided solely by the 
nature of the security, viewed in a 
reasonably wide sense, by the usage to 
which the proceeds are to be put, and 
by the general monetary position. To 
expect them to attempt to adjust inter- 
national political problems is to ask 
them to undertake a function which is 
not only quite outside their province, 
but which might give rise to most 
unfortunate complications and do a 
great deal more harm than good. 
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New Paris Correspondent of 
"THE BANKER 


M. Joseph Caillaux 


M. Caillaux, the former French Prime Minister and 
Minister of Finance, has accepted the appointment of 
Paris Correspondent of this journal. He will furnish 
regularly an article on the financial and economic situation 
in France. His observations will be of interest to bankers, 
not only from his financial and personal authority, but 
because they will deploy very clearly the actual condition 
of the French finances, and because they will deal with 
the many critical financial and economic problems 
confronting Europe. Looking over those problems with 
the eye of an experienced statesman and financier, and 
perhaps with not too much caution, M. Caillaux’ opinions 
and counsels will be of service to all engaged in the 
intricate and important work of reconstructing the 
financial and commercial systems of Europe—a_ task 
in which most bankers have some part and lot. | 





The Finances of France 


By Joseph Caillaux 


HE financial policy of the French Government 

seems to be tending at the moment towards a 

system of successive loans varying in form but 
analogous in principle. 


RECENT LOAN OF I8 MILLIARDS 


After having consolidated last month an important 
part of the short-term debt at a rather heavy sacrifice— 
for the 18,200 millions lately subscribed will impose 
on the budget annuities for interest considerably larger 
than those required by the Obligations and the Bons de 
la Défense Nationale which they repaid—the Minister of 
Finance is attempting a bolder and more delicate opera- 
tion, since the loan authorized by the decree of June 13 





THE FINANCES OF FRANCE II 


is a matter of persuading speculators to transform 
themselves into rentiers. 


THE NEW LOAN 


The effect of the new operation is this: to convert 
into a loan, redeemable in 50 years, a certain number 
of milliards which since the last few months have been 
received on deposit at call by the central fund of the 
Ministry of Finance. 

Nearly the whole of these deposits have a particular 
origin. As is well known, the Bank of France has lately 
systematically bought foreign exchange. The sellers 
of this exchange speculators for the rise of the franc— 
have left the proceeds of their sales in France, and, more 
or less directly, these proceeds have gone to build up 
the deposits at all of the central Treasury funds. These 
deposits, which total nearly g milliards of francs, have 
naturally not been retained by the Treasury. They 
have been paid into the national account at the Bank 
of France. 

In any case a new floating debt has thus been formed, 
more dangerous even than the old one, which consisted 
of terminable Treasury bonds, because demands _ for 
repayment, if they were numerous enough, would cause 
violent repercussions on the money market. To meet 
the demand the Treasury would be compelled to obtain 
fresh advances from the bank, and to furnish them the 
bank would only have the choice of two means : a further 
issue of notes or the sale of foreign currency. 

To prepare for this eventuality, the Minister of Finance 
offers the depositors a loan at the nominal rate of 6 per 
cent., and at a real rate of 6} per cent. since the issue 
price is 460 francs. On these lines the offer resolves itself 
into a consolidating operation which cannot fail to be 
costly as in the previous case. It is claimed that the 
Bank of France would bear the expense of the difference 
between the rate of interest on the new loan and the rate 
paid at present. This is a fallacious interpretation of 
the agreement which has just been signed between the 
Ministry of Finance and the Bank of France. In fact, 
the State will pay the full interest of 6°5 per cent. on the 
new loan, and if this does not entail a supplementary 
increase in the burden on the taxpayer it is only because 
the increase in interest charges is compensated by 
certain reduction in the sinking fund allotment. 

But, ignoring the details, let us endeavour to discover 
what are at the bottom the aims of the State and the 
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Bank of France, for evidently it is the bank which is 
inspiring this policy. 

It will be remembered that the much-discussed plan 
of the experts involved the issue of external loans to cover 
the unsecured account of the bank with the Treasury. 
It is well known that the Bank of France has advanced 
colossal sums to the State amounting even today to more 
than 27 milliards. 

Although he appears not to acknowledge it, 
M. Poincaré is following, in his general policy, the plan 
of the experts which the preceding Government had 
adopted. No doubt he has stoutly declared that he 
rejected the external loans recommended by the financiers 
consulted and intended to make good the deficit; but 
since necessity knows no law, the Bank of France has 
procured from abroad, by the purchase of foreign currency, 
the sums which would have accrued to it through the 
loans provided by the plan in question; only this kind 
of call for credit is of a purely temporary and risky 
character. To build on solid ground there must be some 
attempt at consolidation. Hence the new loan. In 
short, the method of the experts has been reversed. 

The only question is whether this method will be 
successful in the end, since it would have been assured 
by following the suggestions of the eminent experts 
whose conclusions had been accepted by the previous 
Minister of Finance. The betting is even. 


GOLD WITHDRAWALS 


Some feeling has been aroused in England and other 
countries, but particularly in England, about the recent 
purchases of gold by the Bank of France. The motives 
have been examined, and some consider that the explana- 
tions made by the Bank of France were not sufficient 
to justify an operation causing a certain amount of 
embarrassment to our neighbours across the Channel 
with whom we ought and desire to preserve the best 
relations. 

We would ask our English friends to consider the 
matter a little more closely. As a result of the tactics 
of Monsieur Poincaré, which consist, as we may recall, 
in ostensibly refusing foreign loans, the Bank of France 
has bought sterling and dollars to its utmost power; and 
since the rise of the franc under the impulse of psycho- 
logical phenomena gave hopes of profit to financiers, 
sterling and dollars have poured into the coffers of our 
credit institution. 
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With regard to sterling, which is of more particular 
interest to the English market, the bank, after purchasing 
pounds, was accustomed to leave them on deposit in 
London. They were brought back, presented again at 
the Bank of France, which “repurchased them and again 
remitted them on deposit to London. This process 
threatened to go on indefinitely and in consequence to 
entail a quite excessive inflation, an issue of Bank of 
France notes calculated to provoke a rise in prices here. 
The dangers of such an occurrence require no elaboration. 

It was essential to cut the circuit and there was only 
one means: to convert sterling into gold. This the 
Bank of France decided to do. 

We can quite understand that there may be some 
misgiving in England on this count. But is it fully 
appreciated in London how much the British market 
has profited by an abnormal influx of capital? For 
a large number of years past England has been the home 
of refuge for funds deserting their native land. Suppose 
better financial conditions prevail abroad, or, as in the 
case of France, a change of opinion, which we have called 
a psychological phenomenon, modifies the plans of 
financiers. The original capital of the country where the 
new conditions occur, begins to return. It brings with 
it capital from the place ‘where it found refuge. A new 
centre of attraction is created, and the markets which had 
previously been thronged become momentarily deserted 
in favour of the place which shows itself more favourable 
to the hopes of profit. 

Such a reversal of relations has occurred between 
London and Paris. Since the Government of the Republic 
judges-——rightly or wrongly we need not say—that the 
hour of stabilization has not yet arrived, since as a result 
anonymous and vagrant capital still te nds to flow into 
France in the hope of an oe which would load 
it with profit, the duty of the Government and of the 
bank, whom we cannot believe to be favourable to bull 
speculators, is to check this influx, and to do this they 
have scarcely any other method at their disposal than 
the one they have employed. 

One word in conclusion: we are not yet free of 
European monetary troubles, and as long as they last 
different centres must expect to be more or less disturbed 
by sudden and unforeseeable movements of capital, 
inevitable during a period when the financial barometer 
is subject to the disturbances of an atmosphere still 
charged with storms. 
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American Banks and Foreign 
Branches 
Proposed Federal Reserve Development 


By Henry Parker Willis 


\ , JITH American manufacturers feeling an intensity 
of competition far greater than has made itself 
apparent for a good while past, owing to the 

increase of factory capacity and to the steady, though 
slow decline of wholesale prices, attention has again 
begun to be concentrated upon foreign trade. There 
is always much talk in the United States about 
foreign trade and its advantages, and the topic is a 
favourite subject for debate at public meetings of all 
kinds; but the only occasions upon which consideration 
of it becomes very genuine are those in which the 
home field has been fairly well occupied and when 
intensity of competition is tending to drive prices 
downward. The present is such an occasion. Conse- 
quently at the recent (May) meeting of the National 
Foreign Trade Council, a good deal of time was given to 
the problem of actually occupying foreign mé arkets ; and 
among other features of the situation the present banking 
policy of the United States was given consideration. It 
was a remarkable fact that one or two bankers of standing 
were willing in public to advocate the establishment of 
branches of Federal Reserve banks abroad, and they did 
so expressly on the ground that neither the national nor 
the State banks have shown any disposition to cultivate 
the foreign field through the establishment of branches. 
Indeed, as was pointed out by one of the speakers, the 
United States, with its more than 28,000 banks, has 
hardly more than 100 branches in foreign countries 
(maintained by eleven banks), while the banks of the 
United Kingdom have about 4,000 such _ branches. 
Moreover, the foreign branches of American banks are 
much less numerous now than they were five years ago. 
Just after the close of the World War a considerable 
movement for the establishment of foreign branches set 

































ee, ee ee 





RI OE om — 


ce 


AMERICAN BANKS AND FOREIGN BRANCHES 15 


in, and at that time there were probably 50 per cent. 
more than at the present time. Then came the reaction 
of prices and the “slump” in business. Some of the 
branches lost money, and a few of the parent banks 
found themselves hard-pressed at home. The result was 
that a reactionary movement set in, with reduction in 
the number of branches and with a tendency to curtail 
the scope of operations carried on at those that still 
remained open. Ever since then the question of the 
policy to be pursued with respect to foreign branches 
has continued to be very acute from time to time. 

Two distinct methods or policies in dealing with foreign 
trade are now in vogue among American banks. The 
first contemplates entire abstinence from the creation of 
foreign branches, and bases this policy upon certain 
distinct considerations which have been’ enumerated by 
Mr. J. A. H. Kerr, Vice-President of the Security Trust 
and Savings Bank of Los Angeles, as follows 

Local banks in the several countries bse a better 
vain tes than an American branch bank can have 
with regard to the general character, business methods, 
habits and viewpoints of their own nationals. 

They are better able to obtain information as to 
the financial responsibility, integrity, and reputation of 
business houses in their own country. 

The credit information obtained by a native bank 
can 7 passed on to an American correspondent without 
arousing a spirit of antagonism, which might develop if 
the native business house were subject to credit inquiries 
by the representative of a branch of an American bank. 

On the other hand, a number of American bankers 
take the view that branches of American institutions 
abroad are to be preferred for the following reasons : 

American business houses should have the same 
kind of banking service abroad that they are accustomed 
to have in their own country. 

Branch banks are more effective in developing 
foreign trade and maintaining it. 

3. The establishment of branch banks does not 
necessarily mean the absolute elimination of correspondent 
relations with native banks. 
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4. It is not advisable to rely entirely upon credit 
information from native banks. 


5. In view of the tremendous loans which Americans 
have made to foreign countries and citizens thereof, and 
in view of the probability that further loans of the same 
sort will be made, the service of branches of American 
banks abroad is really necessary in order to obtain a 
better working knowledge of underlying conditions. 


Thus far there has been no decision of the controversy 
between the two schools of thought, except that which 
is to be inferred from the fact, already stated, that so 
few foreign branches have been established abroad. It 
would certainly seem to be true at the present time 
that there is no definite movement which looks to the 
establishment of branches of American banks in 
foreign countries. 

The situation is the more remarkable because of the 
complete failure of American banking legislation to 
develop any of the banking institutions expressly 
organized for foreign trade which are so conspicuous a 
feature of banking systems of other countries. The 
Federal Reserve Act had, in its original form, merely 
granted authority to national banks of suitable size to 
establish branches abroad ; but it was not long before an 
amendment gave power to individual national banks to 
join together, if they chose, for the purpose of esta- 
blishing foreign banking institutions to be owned by them 
in common and to be assigned such functions of foreign 
banking as their constituent members might see fit to 
exercise. A few such banks were formed, established 
branches abroad, then failed to make money as fast as 
their owners desired, and for the most part were either 
disestablished or in one or two cases absorbed by 
ordinary commercial banks into their foreign depart- 
ments. Immediately after the war was over the glowing 
predictions of a wonderful foreign trade expansion which 
were then current produced a demand for the incorpora- 
tion of some new type of foreign banking institution 
which should serve as an aid to trade with other 
countries. 

This led to the adoption of the so-called “ Edge Act,” 
an amendment to the Federal Reserve Act, adopted in 
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1920. The Edge Act provided for the establishment of 
two types of institution : the one to engage in ordinary 
foreign banking operations connected with the sale of 
goods, the other to be a modified form of the investment 
trust which it was sought to copy from Great Britain. 
A few such Edge Act corporations of the first type were 
organized, led an unprosperous career, and have all now 
been discontinued. An effort to establish a large cor- 
poration of the second type was made under the auspices 
of some members of the American Bankers’ Association, 
but the plans were never carried through and eventually 
were abandoned. To sum up, the United States has now 
practically no institutions organized expressly for foreign 
banking, with a few relatively unimportant exceptions, 
which are really international financing houses, and 
seemingly has no prospect of acquiring any, while, 
save in one or two notable cases, the establishment of 
foreign branches has either not been attempted or has 
failed. 

Various reasons are assigned for this lack of success 
in the foreign field, and all are being again canvassed 
with intense interest at the present time. The one that 
is most frequently mentioned is the fact that it was 
difficult to get satisfactory staffs for the foreign branches 
—a statement with little or no basis, since it would have 
been entirely possible to obtain well-trained foreigners 
for the general executive work, while local employees 
could have been retained for clerical service as is the 
case with most foreign branches, a responsible American 
banker being presumably at the head of each branch. 
The truth is that many inexperienced and unreliable 
Americans were sent out where branches were being 
installed, and simply made a failure of the undertaking. 
A second and valid reason for the lack of success in this 
branch of banking is the fact that hasty commitments 
were made in commodities of various kinds, so that 
the branch banks were really institutions engaged in 
speculating in local merchandise. A notable example of 
this sort was furnished by the so-called Mercantile Bank 
of the Americas, which met its end shortly after the price 
recessions of 1920-21. Still a third reason for lack of 
success was found in the absence of satisfactory methods 
of inspection and control from the home office. It 
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frequently appeared that the parent office had only a 
rather remote idea of what the various branches were 
doing, while the local managers were allowed to proceed 
with various commitments which the parent office in 
due time had to liquidate. This, of course, was dis- 
couraging to boards of directors who are not well trained 
in foreign banking and who, instead of determining to 
20 ahead and pay for their experience and profit by it, 
promptly turned tail when losses were incurred, and 
retired from the field. 

Whatever may be the causes assigned for the mishaps 
of American branch banks abroad, the fact remains that 
at present the only institutions which are apparently 
flourishing in their dealing with American foreign financial 
affairs are the so-called investment trusts which have 
been organized in great numbers during the past three or 
four years. At the present time it is estimated that 
nearly $500,000,000 is in the hands of these investment 
trusts, a considerable part of it being used in buying 
securities in foreign markets, selling them when there is 
a profit, and then shifting to some other markets. There 
are, of course, numbers of these investment trusts which 
limit themselves entirely to domestic business, but the 
field which seems to tempt them most is foreign. Unlike 
the British institutions from which they have been 
copied in form, they do not in most cases provide for the 
segregation of assets against the certificates or other 
obligations which they issue, but they are really “blind 
pools’”’ operating in the securities which their managers 
prefer and simply seeking to skim off a profit through 
speculation wherever one is to be had. 

These investment trusts and similar enterprises 
analogous to or allied with them are thus quite generally 
stock-speculating institutions, although rendered more 
respectable by the use of the word “investment.’’ The 
shares of a good many of them have undoubtedly begun 
to figure in some estates, and the bonds and notes which 
they issue are being rather widely held by banks. Of 
course, they have no functions in financing regular 
foreign trade and in no way take the place of branch 
banks, so that it remains true; as already stated, that our 
foreign banking and the financing of our current foreign 
trade are being conducted partly by a very few institutions 
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which predominantly have correspondent connections 
abroad of the kind already referred to, and partly by a 
still smaller number of institutions which have established 
a few branches here and there in different parts of the 
world. 

It is an interesting feature of the financial situation 
that, while American banks have thus been slow to 
broaden their activities into foreign countries, foreign 
banks have been active and alert in opening direct 
connections with the United States. There are now 
located in the United States about fifty branches of 
foreign banks, and in addition to that, of course, great 
numbers of foreign banks have established correspondent 
relationships with banks in this country, notably in 
New York. The latest development is afiorded by the 
intercentral Reserve bank relationships which are being 
managed under the direction of the Federal Reserve 
System. As to these, the Reserve Board, in its current 
annual report, makes the following observations : 

Balances kept with the Reserve banks by foreign central banks, 
under the practice of many of the banks in recent years of carrying 
a portion of their reserves in the form of foreign currencies, have 
continued to be maintained. In 1926, as in earlier years, a part of 
these balances was invested by the Reserve banks in bankers’ accept- 
ances and short-term Government securities purchased for account 
of the foreign correspondents. In addition, the Federal Reserve 
Bank of New York continued to hold in its vaults gold earmarked 
for account of foreign correspondents. 

Reasons for the rapid growth of foreign branches in 
the United States are found, of course, not only in the 
growing foreign trade which this country has enjoyed 
since the close of the war, but also in the fact that these 
foreign branches are able to establish very satisfactory 
connections with the Federal Reserve System and with 
the open money market in general, and thereby to obtain 
relatively cheap funds for the financing of trade between 
the United States and other countries. The Federal 
Reserve System has made it a point to buy freely of 
various classes of paper growing out of foreign trade, 
and particularly of the acceptances of branch banks 
representing the foreign institutions domiciled in this 
country. The following table furnishes the information 
with regard to what has been done in this way during a 


recent month: 



















THE BANKER 


Bitts BouGut IN OPEN MARKET 


(000’s omitted) $ 

From member banks i ; ans es é .. 56,274 
From non-member banks, bz wnking corporations, etc. : 

Bought outright oe wa + oe es .. 100,658 

Bought with resale agreement ne i ia ‘if - 882 

Total a re sa 3 ‘00 oa 335,814 

Average rate (365-day basis) per cent. ‘ig - i 3°70 

Average maturity (in days) a wi - i és 40°61 


Class of bills : 
Bills payable in dollars— 
Bankers’ acceptances based on— 





Imports... na és iu ae ae -. 54,821 
Exports... aa or “a is i -- 40,474 
Domestic transactions .. “ - oe .. 31,690 
Dollar exchange .. : : 3,589 

Shipments between or storage of goods in ‘forei ign 
countries ee oe we as si .» 24,096 
Allother .. ; ‘ia ‘is ain g8I 
Trade acce ptances base d on | imports “s ‘iy és 205 
3ills payable in foreign currencies .. sia ee sa 1,076 
Total .. - “i ts as .. 156,932 


In these circumstances it is natural that there should 
be an increasing desire on the part of the business public 
for some method of providing better banking facilities 
in the service of American foreign trade. It is this, more 
than anything else, that has revived the demand in 
some few quarters for the establishment of Federal 
Reserve branches abroad. In the original Federal 
Reserve Act provision was made for the creation of such 
branches, and they were authorized (when established) 
to deal directly with individuals, discounting for the 
latter paper of the same kinds that had been made 
eligible for rediscount at the parent (Reserve) banks in 
the United States. This was done with the knowledge 
that at the time there were scarcely any American 
branch banks abroad, and that even under the most 
favourable conditions it would be a good while before 
many of them were likely to come into existence. Con- 
sequently, it was argued, Federal Reserve banks, should 
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they act upon the authorization afforded in the new law 
and, in consequence thereof, establish branches abroad, 
should be authorized to deal with any individuals, firms, 
or corporations which might bring to them paper of a 
genuinely liquid kind. After the Reserve Act had been 
adopted by Congress, and was in process of being applied 
by the Reserve Board, the so-called conservative wing 
of the Board took a position which was violently opposed 
to any action under this section of the Act. It so hap- 
pened that, during the first few months of the Board’s 
life, a rather critical condition had developed in one or 
two of the South American countries in consequence of 
the withdrawal of banking funds and facilities due to 
the outbreak of the war and its continuance in a longer 
and more aggravated form than had been expected. 
Secretary of the Treasury W. G. McAdoo, who was then 
in office, urged that the Board direct the Reserve banks to 
establish some foreign branches in these South American 
countries. Under the influence of the so-called conser- 
vative members, the request was refused and a statement 
on the subject was given to the Press. Secretary 
McAdoo eventually abandoned his plan, yet from time 
to time it recurred in one form or another, and the whole 
question was brought before the Federal Advisory Council, 
a body of representative American bankers which meets 
quarterly to advise with the Federal Reserve Board. The 
Advisory Council was very positive in its insistence that 
nothing of the kind should be done and that there should 
not even be any effort on the part of Reserve banks to 
enter the exchange market for the purpose of buying 
paper or attempting to control or “stabilize’’ exchange, 
as some had suggested that it might. After several years 
a critical situation in Cuba, which is in fact a dependency 
of the United States both economically and in other 
ways, led to the establishment of a Federal Reserve 
branch bank in Havana, which has since then been 
successfully maintained and is the only outpost of the 
Federal Reserve System beyond the Continental United 
States. Requests of the War Department that another 
branch be established in the Philippines have been 
firmly rejected, and a like attitude has been adopted 
toward similar requests coming from citizens of Alaska. 
At the present time the Board seems to be quite definitely 
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opposed to any further action; and the statement is now 
frequently made, in reply to those who suggest that 
some branch action be taken, that since no foreign 
central bank establishes branches abroad the Reserve 
System ought not to do so, while it is further added that 
the establishment of branches by individual Reserve 
banks—perhaps competing with one another—would 
produce a rather absurd situation. Less has been heard 
of this latter point since the establishment of the Havana 
branch by two Reserve banks (Boston and Atlanta) in 
co-operation, under the general supervision of the 
Reserve Board itself. 

The general fact remains, of course, that failure to do 
anything toward the establishment of branches abroad 
is simply the result of opposition on the part of large 
member banks which fear that Reserve institutions 
might, if they should begin operating in foreign trade, 
interfere with the business of individual banks and, 
perhaps, cut them out of some profit which they might 
otherwise make. From the very beginning of the Reserve 
System there has been among the banks almost a morbid 
fear of the Reserve institutions on the ground that they 
might in some way interfere or compete with the rank 
and file of the larger banks, and there has been the 
utmost effort to confine their operations to dealings with 
banks exclusively. Of course, this policy has immensely 
crippled the open market operations of the Reserve 
System, while it has, as just seen, entirely prevented 
the development of the system on the foreign side as 
proposed, notwithstanding that the other banks them- 
selves have been so reluctant to go into the foreign field 
on their own account. This leaves the American business 
man in exactly the same quandary as ever—unable to 
induce his bank to open branches abroad and, never- 
theless, unable to persuade it to allow the Reserve banks 
to do so. The situation is, however, arousing more and 
more interest on the part of business organizations of all 
kinds, and there is a fair prospect that at no very distant 
date the subject will come before Congress in one way or 
another for further action, unless in the meantime the 
Reserve institutions themselves determine to anticipate 
the corrective action to which they will otherwise 
probably be subject. 
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Conversion 
By John W. Hills, M.P. 


formerly Financial Secretary to the Treasury 


HE distressed taxpayer, seeing the country’s 
expenditure increasing yearly and no lightening 
probable in his burden, looks vaguely to conversion 

of debt as a means of relief. His attitude is perhaps one 
of hope rather than of expectancy ; but, knowing that 
during the next two or three years large sums fall due for 
repayment, and that in addition the Government has 
the right to pay off the £2,000 millions and more of the 
5 per cent. War Loan, he has an undefined feeling that 
it is their business to do something. One by one, other 
paths to economy have been closed : social services will 
undoubtedly call for more money, not for less ; reduction 
of armaments has not yet passed beyond the talking 
stage: as the modern State becomes more efficient, it 
becomes vastly more expensive, and cheaper borrowing 
remains the most obvious means of saving. That is the 
attitude of mind of the general public, and it is essentially 
a sound one. There are possibilities of economy in 
rearrangement of our national debt. How great they are 
is another matter. But let us go step by step, inquiring 
first, what is the largest economy possible, and next, 
how much of it can be realized. 

The first question is easily answered. On Saturday, 
June II, 5 per cent. War Loan, that barometer of the 
money market, stood at 1003, middle price. Therefore 
the rate which the State is paying is only just under 5 per 
cent., and for a new loan would probably be over it. 
But if interest could be lowered to 4 per cent., or still 
more to 3}, the saving is merely a matter of arithmetic. 
The Colwyn Committee estimate that if Government 
were able to convert all its unfunded debt (except, of 
course, floating debt) at the earliest dates at which it 
has an option to redeem, the ultimate saving would be 
over £33 millions a year on a 4 per cent. basis, and over 
£51 millions on a 33 per cent. one. Mighty attractive 
figures these, rosy dreams for a Chancellor of the 
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Exchequer. Attractive, too, to the weary taxpayer. 
But let us leave dreams and attend to the practical. The 
smaller figure gives quite enough scope for hope and 
imagination. If Government credit were so to improve 
that we could borrow at 4 per cent. we should save £33* 
millions a year by 1940, of which nearly {29} millions 
would materialize by 1930. Can we do it, and how ? 
Let it be remembered that to save this {29} millions we 
have to convert the £2,000 millions of War Loan— 
somewhat serious undertaking. 

Obviously, if the Chancellor of the Exchequer were 
to go tomorrow to the city and ask to borrow money at 
4 per cent., his reception would be cold. Why, last 
year, he did issue a 4 per cent. Consolidated Loan, but 
the price of issue was 85 only, and even then he had 
to make the offer more attractive by adding a sinking 
fund of nearly 5 per cent. If, therefore, he is to succeed, 
it cannot be by ordinary methods. He must try something 
outside the ordinary, which, indeed, he is well qualified 
to do, by temperament and by performance. He must 
try either threats or persuasion or postponement. There 
is a fourth method he may try, only to be whispered. 
Let us examine each in turn. 

Threats are unlikely to succeed. It is conceivable, 
for example, that a Chancellor might tell the banks and 
investing public that unless they took a 4 per cent. 
security he would be obliged to raise the income tax, 
or do something even more unpleasant. This is con- 
ceivable, but improbable, if for no other reason because 
a Chancellor’s strength is limited, and he would not be 
credited with the intention, or even the power, to do harm 
commensurate to the benefit he was exacting. The 
situation is wholly different from what Goschen found 
in 1888. Then he was able to force discontented holders 
of Consols to take a lower rate of interest by threatening 
to pay them off if they did not. True, he had not the 
money to do so, but his threat succeeded. It succeeded 
because obtaining the money was a possibility. It 
would not succeed now, for the amount is too great. So 
much for threats ; now for persuasion. 


* This figure is affec ted by the issue of the new 4 percent. Consolidated Stock 
in 1926, after the Colwyn Report was written, but not to any great extent. 
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The price of money will fall. By how much it will 
do so, and how soon, those who know most are least 
inclined to prophesy. Still, it is reasonable to predict 
that at a time not distant it will get down to 4 per cent., 
perhaps to 34, or even lower. Now if the Government 
were to offer a security which carried 4 per cent. over a 
long period of years, a borrower might be prepared to 
take it, if he were convinced that for a considerable part 
of that period he would be getting 4 per cent. whilst the 
real rate was 34. In other words, he would put up with 
an immediate loss for the prospect of a greater gain in the 
future. Charles James Fox made the great discovery 
that no one need want money who was prepared to pay 
enough for it. Can the Chancellor of the Exchequer 
perform the greater feat of persuading lenders to sell 
their money at less than it is worth? Well, he might do 
so. He might do so if he convinced the world that the 
Government were economical, of which it is not convinced 
at present, that it would do all it could to improve credit 
by proper sinking funds and other means, and, above all, 
that it would cease to issue guaranteed loans. If banks, 
insurance companies and investment companies were 
persuaded that Government would try to improve credit, 
and that they would succeed, they might come into 
some such scheme. In fact, they might even go farther ; 
for it is conceivable that a big conversion loan might be 
issued at or about par, the interest on which, starting 
at 4} per cent., fell to 4 per cent. after five years and to 
34 after a further ten. The actual rates and periods of 
time are given only as illustrations, the point to bear in 
mind being that some such scheme is conceivable. But 
the difficulties are great. For one thing a lender would, 
in the words of the Colwyn Report, only take such an 
investment if it showed a very safe margin in his own 
favour. And he would make a highly conservative esti- 
mate of what that margin was. Moreover, he would be 
influenced by the knowledge that Governments come and 
Governments go, that the policy of one administration 
may be reversed by its successor, and that Mr. Winston 
Churchill may be succeeded by a Chancellor who is not 
Mr. Snowden. Again, a pledge to issue no guaranteed 


loans would be hard to fulfil, for the Trade Facilities Act 
C2 
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has many most vocal supporters, and other territories 
besides Tanganyika and Palestine will be eager to tap 
the fount of British credit, believing it to be inexhaustible. 
Nor can any Gov ernment promise economy uncon- 
ditionally, for events may come which make expenditure 
necessary. All these are difficulties, and they are 
practical ones. But perhaps the greater difficulties are 
psychological. Government must not only be virtuous, 
but it must persuade the world that it is so, and that it 
will so remain. The path of virtue is steep and stony, 
and beset by temptations. The world must be convinced 
that Government will repel all seducers, keeping its 
financial chastity. And it is a sceptical world. 

In the same class, that of persuasion, come all the 
various schemes of tax-free securities. Loans can be 
made free from taxation at the source, or entirely free 
from income tax, or indeed from death duties also. And 
they would be attractive. But they possess the same vice 
as does the plan last mentioned—the selection is against 
the Government. The investor will only take them if he 

can make very sure that he will gain, and what he gains 

the State loses. Moreover, they are objectionable because 
they create a special class of tax-free holders and because 
such concessions are complicated to administer. This 
method, neither successful nor happy in war time, would 
be useless in peace. 

Lastly, comes the provision of special sinking funds 
attached to individual loans. But this can be dismissed, 
for its persuasive power is insufficient. The most recent 
instance, the 4 per cent. Consolidated Loan issued in 
1926, is not encouraging, for there an issue which totals 
only £215 millions carries a sinking fund of {10 millions, 
or nearly 5 per cent. And yet the stock could only be 
issued at 85, and even today stands only just above the 
issue price. 

It is always possible, and always easy, to postpone 
payment of part of the interest to the future. You can 
issue stock at a heavy discount, repayable at some date 
not too remote, and thereby you meet only some of the 
interest now, laying the burden of the balance on the next 
generation. This is quite possible, and it is defended 
on the ground that it is not fair to charge the generation 
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which won the war with the whole cost of it. Why should 
not a future age, who had not to give their lives, at any 
rate give their money: so runs the argument. It is 
plausible, but unsound. In the first place, postponement 
nullifies our sinking fund policy; for it is silly to pay off 
debt and to recreate it at the same time. And this is 
what we should be doing. Indeed, we should be forming 
our sinking fund out of borrowed money, a proceeding 
out of favour sinc e the days of the ingenious Dr. Price, 
who, with his ‘‘ magic of compound interest,” nearly, 
but not quite, convinced the deep and subtle mind of 
William Pitt. But there is another objection which comes 
nearer home. We pay off debt, not to benefit the future, 
but to benefit ourselves. It is we who need cheap money, 
in order to lighten our taxes, and you do not get cheap 
money by piling up debt as fast as you abolish it. No, 
this is not the road to travel. It is a broad road, but 
it leads where such roads are reputed to lead, as man 
nations have found. 

So much for possibilities. Threats, persuasion, post- 
ponement—all have been examined, and it only remains 
to draw conclusions. But before doing so one more 
method must be examined. It is one which would 
undoubtedly be successful, at any rate up to a point. 
It would enable Government to borrow today at 4 per 
cent., or even less. Assume that a loan be issued for 
£100 millions, for which Government set aside 4 per cent. ; 
3 per cent. of that, or £3 millions, is paid in dividends and 
£1 million is kept as premium for bonds drawn each year. 
This method may be either a pure gamble, such as those 
lottery or premium bonds so fashionable in some foreign 
countries, or it may have no more than what is politely 
called a speculative interest, where bonds repayable at 
a premium are drawn annually for payment before 
the whole loan falls due. So there is a wide range of 
possibility, stretching from financial purity at one end to 
disrepute at the other. If the gambling element were 
made sufficiently prominent and sufficiently attractive, 
which could easily be done, there is not a shadow of 
doubt that a large sum could be raised. But there is 
equally no doubt that a respectable Chancellor would 
not resort to such reprehensible methods, and if he did, 
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that a still more respectable House of Commons would 
censure him. In war time the giving of a speculative 
interest was permissible, and no one questioned it, but 
in peace time, with the return to national virtue, it is 
only to be mentioned in a whisper. And even in war 
time we never issued premium bonds. 

What is the upshot ? How much can we save by 
conversion, and how, and when? It is obvious that at 
the moment we can save but little. No big, long-term 
conversion seems possible; for that to be the case 
national credit must improve, and improve substantially. 
And not only must it improve, but the public must believe 
that the reformation is permanent, or, in other words, 
what is called the proper psychological atmosphere must 
be created. Until these events happen, there is no 
alternative but short-term borrowing, putting off a big 
conversion until money can be raised more easily. This 
conclusion is a most unsatisfactory one, and it is one 
for which Government is partly to blame. It has not 
conserved national credit as_it might; most of the 
excessive expenditure to which we have been subjected 
is no doubt due to causes for which it is not respon- 
sible, but it cannot be denied that it has not impressed 
the world with its wish to economize. It has been 
uneconomical, too, in its use of British credit, by 
guaranteeing loans for electricity, for trade facilities, for 
protectorates, and for other purposes. Admirable objects 
all, no doubt, to be defended on grounds of high policy. 
But it is permissible to believe that greater financial 
strictness would have done more to bring about what 
most of these loans aimed at: increased employment. 
Reduced taxes might have been a better tonic for industry 
than cheaper capital. 

No one can doubt that conversion to a lower rate of 
interest would profit us. It is possible to hold, with Mr. 
Keynes, that it is preferable to pay off debt more 
slowly than we are doing, and to allow the wealth 
destroyed by the war to be remade by private effort. But 
as long as we have debt on our backs, no one questions 
that we ought to lighten the yearly charge as much as 
ever we can. Everyone would welcome that. But, in 
truth, any relief is some way off. 
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Midland Bank Receipt Forms 
The Story of the ‘ Chequelette ” 
By Our Legal Correspondent 


T would be neglect of duty if a publication, concerning 

itself with bankers and banking, refrained from 

placing on record the story of the ingenious and 
interesting attempt of the Midland Bank to establish a 
scheme whereby the Revenue demand of a twopenny 
duty on every cheque, whatever its amount, may be 
circumvented in cases of payments out of a banking 
account of amounts not exceeding £2. The raising of the 
stamp duty on bills of exchange payable on demand 
from Id. to 2d. was never a popular device for adding 
to the Revenue, and it is said that it restricts the use 
of the cheque by many people for small amounts. As 
the use of cheques has proved a valuable saving of the 
currency this is to be deplored. Moreover, at a time when 
bankers are doing all they can to encourage the smaller 
folk in the salutary habit of keeping a bank account it 
is obvious that a duty of 2d. on every cheque drawn is 
an obstacle in the way. Hence any device by which one 
may operate any account so as to make payments of 
small amounts without having to pay 2d. upon every 
cheque drawn is of interest to all of us. 

In one sense any such device may prove to be of 
academic interest in that Parliament in its wisdom—or 
unwisdom—may defeat it by an appropriate clause in 
the annual Finance Act. But, for the moment, the 
endeavour now made by the Midland Bank is awaiting 
the decision of the courts as to whether or not the 
particular scheme devised is not rendered abortive by 
the law as it stands. It is not an unattractive scheme 
since, if it be legal, it evades stamp duty altogether on 
certain devutetiane which take the place of cheques for 
amounts under £2. 

The first announcements in the public Press at the 
end of May made it plain that customers of the Midland 
Bank might obtain, free of charge, from any branch of the 
bank a “book of receipts”’ containing a number of forms 
which, being available only for sums under £2, did not 
require to be stamped as receipts. The receipt form, 
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similar in appearance, though not in its wording, to a 
cheque, bears on its face the words: “ Received of the 
Midland Bank Limited . . . Branch, the sum of...” 
and provides space for date, the amount in words and 
figures, and in the right-hand bottom corner the cus- 
tomer’s signature. Here is a specimen of the document 
in blank—it is printed on ordinary ‘‘ cheque ”’ paper :— 


The public announcement proceeded to say that when 
this “receipt’’ was duly filled in it might be presented 
for payment in cash at the bank at which it was drawn, 
“or handed to a tradesman or other creditor in settlement 
of a debt—in this and several other respects it possesses 
the advantages of the cheque.”’ This plan was put into 
operation at once and these books of “receipt forms”’ 
were issued free at the 1,940 branches of the Midland 
Bank. Further, the public were informed that they 
need be under no misapprehension as “the scheme has 
been submitted to the Board of Inland Revenue who 
raised no objection to it whatever.”’ This last assurance, 
as we shall see, was due to a little misunderstanding. 
But the newspapers advertised the scheme and gave 
their benediction, applauding “the originality and enter- 
prise” of the bank that had introduced it. The Press 
also supplied a convenient and descriptive nomenclature 
for the new instrument, dubbing it a “‘ chequelette,” appar- 
ently on the same principle as cigar and cigarette. Public 
interest in the scheme was at once attracted, and many 
of these “‘chequelettes”’ speedily came into use—to the 
embarrassment of the Clearing House Committee who 
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were called upon to deal with a document which, while 
in form a receipt, was being used as a cheque. The 
committee were unable to give it the same facility as 
a cheque, but as the “chequelette’’ had already gone 
into use, and was presented in the ordinary course of 
collection, we believe they treated it for the time being 
by way of “special presentations.”’ 

So great was the public interest in the venture that 
questions were asked in Parliament of the Chancellor 
of the Exchequer. Naturally, Mr. Churchill could not 
fail to be impressed with a scheme that, if pursued 
successfully, would result in depriving the Revenue of a 

vast number of twopences. He, of course, intimated 
that he would take legal advice as to whether or not 
the ‘“‘chequelette’’ was legal and free from stamp duty, 
and whether those participating in the scheme were 
guilty of offences against the Stamp Acts. But he 
added, with the grim humour of a Chancellor of the 
E xchequer, that in any event there would be time to 
introduce a clause into the current Finance Bill stopping 
the gap—if there were a gap—in the present law 
through which so many twopences threatened to flow. 
And the ‘‘ Times’’ was moved to a leading article on the 
subject in which it darkly hinted at the complicated 
legal questions involved, and deprecated “evasion”’ of 
a duty as an unsatisfactory substitute for legislative 
correction of a duty regarded as too high, adding that 
“it is difficult to contend that a receipt which is 
used for the same purposes as a cheque is other than 
evasion.” 

After all this there followed, apparently, communica- 
tions between the Chancellor of the Exchequer and the 
Midland Bank. It would appear from the public answers 
of the Chancellor to questions in the House that there 
had, in fact, been no formal and final decision by the 
Inland Revenue that the “chequelette”’’ did not attract 
stamp duty. The next chapter in the story was an 
announcement on June g that “in view of the corre- 
spondence now passing between the Chancellor of the 
Exchequer and the bank, branch managers have been 
instructed to refrain from issuing receipt forms to cus- 
tomers. Those already in circulation will be dealt with 
as heretofore.”” And this notice is in harmony with the 
acknowledgment of the Chancellor that all that had 
been done by the Midland Bank had been done in good 
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faith. We take it, therefore, that the bank has sus- 
pended further issue of the forms pending some definite 
decision on the legality of the scheme. 

The latest development is that the Chancellor of the 
Exchequer has been leg rally advised that the “cheque- 
lettes’’ as issued and used are liable to the twopenny 
stamp as “bills of exchange’ within the terms of 
section 32 of the Stamp Act, 1891, and that proceedings 
in the courts will be taken to test the matter. Therefore 
it seems that the Revenue authorities are entirely opposed 
to the contention of the Midland Bank’s advisers, and it 
is promised that we shall have in due course a legal 
decision on the dispute. It would be presumptuous to 
attempt definitely to prognosticate the decision of the 
courts upon the issue, but it is natural enough to 
consider the situation and its factors; and it has been 
nays very keenly in banking circles. The question 

: Does the present legislation render the document in 
seuniiiien, used as it is intended to be used, liable to duty 
as a “bill of exchange” or not? We have said “used 
as it is intended to be used,” that is to say, by agreement 
between the bank and the customer the bank is to pay 
to the bearer of the “receipt,’’ when duly filled in and 
signed by the customer, the amount specified. A trades- 
man taking a ‘“‘chequelette” in payment of his account 
would be told by the customer that he could cash it on 
presentment at the branch of the bank named upon it, 
and it would be so paid if the customer’s account showed 
available funds. It is, in short, a document intended to 
be used in place of a cheque, although in form it is a 
mere receipt, and being for an amount under £2 does 
not attract stamp duty as a receipt. And we assume it 
is contended by the bank that the Stamp Acts affect 
documents and not transactions, and that once there is 
a document, which on its face is no more than a receipt, 
the use and employment of that document by agreement 
between the parties cannot affect its character and 
convert it into a dutiable document. 

Now the document, as it is worded, is prima facie 
free from duty, the amount being under f{2, and if 
tendered as a true receipt by the customer or his mes- 
senger or agent in return for the money that his bank 
as debtor owes him no question arises. Indeed, banks 
have in practice not infrequently paid out money owing 
to a customer and taken a receipt for the same. One 
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recalls the interesting little dodge by which some folk, 
when the 1d. was raised to 2d. on cheques, used to draw 
money without the aid of a cheque and give a bare 
receipt for it at 1d. rate. This was rendered of no avail 
when afterwards the receipt duty went up to 2d. instead 
of a Id. Used truly as a receipt by the customer for an 
amount under £2, the Midland Bank forms are free of 
duty. If, however, they are used and employed by 
being passed on to another person who can, by the 
arrangement, present them for payment to and obtain 
payment from the bank, the Crown contends that 
section 32 of the Stamp Act, 1891, has to be considered, 
and the question arises as we have expressed it above. 
That section reads as follows : 

lor the purposes of this Act the expression “bills of exchange”’ 
includes draft, order, cheque, and letter of credit, and any document 
or writing (except a bank note) entitling or purporting to entitle any 
person, whether named therein or not, to payment by any other 
person of, or to draw upon any other person for, any sum of money. 


The object of this section is to prevent evasion of 
duty by the use of documents, not strictly bills of 
exchange, within the Bills of Exchange Act, but used 
for the same or a similar purpose. Is it wide enough to 
include the “chequelette ’’? The Crown is advised that 
it is, but the bank apparently has acted on contrary 
legal opinion. The courts must decide. As the ‘‘ Times 
observed, “it is difficult to contend that a receipt which 
is used for the same purposes as a cheque is other than 
evasion.’ But is it legal? At first sight it does look as 
though the law already amply provides for the case—if 
one is allowed to go behind the form of the document 
and import its use and employment into the argument. 
For on that basis can it not be said that the document 
in question entitles its holder to the payment of a sum 
of money from the bank? In ordinary language the 
very object and purpose of handing a creditor the 
“receipt form” is to pay him by means of a document 
entitling him to cash it at the bank. It will be said that 
vis-a-vis the customer and his creditor the latter is 
entitled by the document to obtain payment of the 
specified sum of money from the bank. 

There appear to be very few decided cases in the 
courts upon the section. Those that are reported deal 
with documents that in their terms provide for the 
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payment or transfer of a sum of money. For instance, 
in Committee of London Clearing Bankers v. Commis- 
sioners of Inland Revenue (1896) 1 O.B. 542, a direction 
to a bank in form to transfer a sum of money from the 
account of one customer to that of another customer in 
its books, such direction being given and taken as a 
mode of payment between those customers, was held to 
be a bill of exchange within section 32 of the Stamp 
Act, 1891. Lord Justice Kay pointed out in that case 
that the document entitled the one customer to payment 
by transference from the amount of the other, and “if the 
transfer took place it would support a plea of payment 
if an action were brought.” Is it not right to say that if 
one hands a tradesman a Midland Bank receipt form in 
intended payment of his debt it entitles him to payment 
by presentment at the bank, and on such payment his 
debt is cleared ? True it is that in the case above cited 
the document contained words directing the transference 
whereas the receipt form is in terms only a receipt for 
money already paid. But once evidence of the use of 
the receipt form is admitted does it not become a 
document entitling the holder to payment ? 

In an earlier case of Rothschild and Sons v. Inland 
Revenue (1894) 2 O.B. 142, a Divisional Court of Kings 
Bench upheld an adjudication that a coupon of the 
Hungarian Government in respect of a bond of that 
Government expressing itself to be payable on a certain 
date at Messrs. Rothschilds was dutiable. In deciding 
the case the court certainly took into account the mode 
of use of the document as well as its express terms. 
Mr. Justice Mathew, for instance, said: “In construing 
this document and ascertaining its effect we must bear 
in mind its commercial character . .. Having regard to 
what the document is, and how it is used, anybody 
holding a coupon would consider himself entitled to 
present it as a draft for payment by Messrs. Rothschild 
and Sons of the amount of money stated in it.”’ Mr. 
Justice Cave agreed and said further: “I am by no 
means satisfied that it is at all necessary in order to 
bring it within the section that it should be a mandate 
directed by one man to another to pay a sum of money 
to a third person.’”’ The court was then considering 
precisely the same words in section 48 of the Stamp 
Act, 1870, which were adopted and carried into section 32 
of the Act of 1891. 
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On the words of this section, therefore, can a receipt 
form passed on to a creditor as payment and intended 
to be cashed by him at the bank be said to be a document 
entitling the holder to the payment of a sum of money 
from the bank? As we say, it would be presumption to 
go farther than explain the question since we are told 
that it is to be determined in the courts, where alone we 
can expect to find a declaration of the law and a definite 
answer to the question. It is interesting to add, however, 
that so far as we can ascertain practical bankers have little 
doubt on the matter, and would treat the “chequelettes”’ 
as dutiable. 

One curious result of the use of these receipt forms 
might be that by section 17 of the Revenue Act, 1883, 
they would appear to enjoy the operation of the crossed 
cheques sections of the Bill of Exchange Act (sections 76 
to 82), which are extended to “any document issued by 
a customer of any banker, and intended to enable any 
person or body corporate to obtain payment from such 
banker of the sum mentioned in such document, and 
shall so extend in like manner as if the said document 
were a cheque. Provided that nothing in this Act shall 
be deemed to render any such document a negotiable 
instrument.”’ Although the words “any person or body 
corporate”’ seem to point to a named payee we should 
imagine the handing of a document to any person, with 
the intention of enabling him to obtain from the banker the 
sum mentioned, would fulfil the requirement of this section. 


It is interesting to note that two cases commented 
upon under the title “ Bankers and the Law’”’ in earlier 
issues have gone to appeal. Koechlin & Co. v. Kesten- 
baum Brothers, reported in our March issue, has been 
reversed by the Court of Appeal, and the decision in 
Importers Co., Ltd. v. Westminster Bank, Ltd., reported 
in the April issue, has been upheld on appeal. The appeal 
in the former case is reported in the Law Reports 
(1927) 1 K.B., at page 889, the other case is reported 
in the court below at page 869 of the same volume, 
and the appeal is to be found in the “ Times” of June 2, 
1927. We reserve any comment that may be desirable 
until next month. 


[The second part of our Legal Correspondent’s analysis of the 
new Companies Bill will be published in the August issue. ] 
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Mr. Benjamin Strong 


HE governor of the Bank of England, the president 
I of the Reichsbank and the deputy governor of 
the Bank of France have arrived in New York 
to confer with Mr. Benjamin Strong, governor of the 
Federal Reserve Bank of New York, upon central banking 
affairs. The most of English bankers know little about 
Mr. Strong’s work for the reconstruction of Europe, to 
which Mr. Snowden paid tribute in his article on the 
Bank of England, which was published in the May issue 
of this journal. Like the governor of the Bank of 
England, Mr. Strong writes no articles, makes no speeches 
and grants no interviews. This proper reticence gives 
additional interest to the recently published observations 
he made to the Committee of the House of Representatives 
on Banking and Currency with regard to the work of the 
Federal Reserve Bank of New York. 

When Mr. Strong was elected governor of the newly- 
established Federal Reserve Bank of New York in 1914 
he could not have foreseen the burden of responsibility 
which was to rest upon his shoulders, nor the romantic 
and creative part he was to perform in the rebuilding 
of Europe. Until 1917 the bank was mainly occupied 
in taking charge of the funds which all the national 
banks in the New York district were legally required 
to imprest in it as reserve. The scope of its work was 
exceedingly narrow, and its staff consisted of five officials 
and thirty-six other employees. But when America 
entered the war an avalanche of duties descended upon 
the bank. In a few years its loans exceeded a billion 
dollars, its currency issues amounted to goo million, 
and it distributed war securities valued at more than 
25 billion. The original staff of forty-one was multiplied 
by seventy. 

To Mr. Strong fell the chief part of the task of creating 
a system capable of performing such varied and intricate 
functions. His training and previous experience gave 
him little guidance in establishing a central bank. Born 
in 1872, at Peekskill on the Hudson, New York, he was 
sent to the State school at Montclair, New Jersey, leaving 
it to become a clerk in the office of Cuyler, Morgan and 
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Company, New York. After serving successively as 
secretary of the Atlantic Trust Company and the Metro- 
politan Trust Company, he was appointed president of 
the Bankers’ Trust Company, relinquishing that eminent 
office on his election to the governorship of the Federal 
Reserve Bank of New York. The remarkable success 
of that bank is the best witness to Mr. Strong’s abilities 
as a banker. 

But his greatest work has been done in co-operation 
with Mr. Norman. There is nothing more memorable 
in banking history than the alliance between these 
two men—whether we consider the exalted but un- 
ostentatious humanity of the plans they formed or the 
courage and consummate prudence with which they 
were impleme nted. During those post-war years when 
statesmen allowed themselves to be carried away by the 
chimera of vast reparations to be wrung from defeated 
foes, and were intent upon stirring up the passions of 
electorates while many European states were sinking 
into famine and anarchy, the governors of the two great 
central banks of England and America were the chief 
movers in the economic reconstruction of I[urope. 
Animated by a spirit not unlike that which — 
the Crusaders, but regulated by practical sense and < 
consistent policy, they did much to reduce the sins, 
misery and confusion which overspread the face of Europe. 





English bankers will be interested in the evidence he 
gave before the Congressional Committee on Banking 
and Currency. Mr. Strong made the following statement 
on the open market transactions of the Reserve System :— 

‘ The operations in the open market are designed . 
to prepare the way for a change of rates. U nfortunate ‘ly 

the country has given exaggerated importance to 
change of the discount rate, sentimentally. The danger 
is that an advance of rate will operate as a sort of 
sledge-hammer blow to the feeling of confidence and 
security of the country as to credit, and that reaction 
has been somewhat modified by the open market opera- 
tions. The effect of rate changes by the Federal Reserve 
System, sentimentally, upon the country would, in my 
opinion, be very much less if the changes were more the 
result of international movements of gold which the world 
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has come to understand pretty well—that is, reserves 
going up or down. When we have had a period of some 
speculation, and prices showing a tendency to advance, 
and the world selling its goods at advancing prices— 
those are the normal conditions that justify an advance 
in the discount rate which is thoroughly understood 
abroad and has been practised there for many years. 
I think the people of this country have a better under- 
standing of what is the traditional orthodox practice of 
the bank rate as a result of gold movements than they 
have of changes made as a result of these more obscure 
open market operations “ 

Mr. Strong also explained how the open market 
committee of the Reserve banks conducts operations. 
During the early days of open market operations after 
the war, he said: “It was found that in the actual 
execution of the orders, and in the effect upon the price 
of Government securities in the market there seemed 
to be some cause for complaint in the Treasury; that 
sometimes we were treading on the toes of the Treasury, 
so to speak, and as the Reserve banks are the fiscal agents 
of the Treasury it was highly important that they should 
not be in that position, so, in May of 1922, at a meeting 
of the governors of the Reserve banks, it was decided 
to give some sort of supervision of the way this was 
done, sc as to justify the Treasury and equally so as to 
have a more orderly procedure. A small committee was 
appointed to deal with the matter. The first committee 
consisted of the governors of the Boston, New York, 
pecs and Chicago Reserve banks. In September 
of 1922 the Federal Advisory Council reviewed this 
ats: and expressed its approval of it. In October 
of 1922 the Committee rather extended its duties by 
agreement among the governors of the Federal Reserve 
banks undertaking to make recommendations to the 
Reserve banks in regarded to purchases and sales of 


Government securities . . . In 1923, the Federal Reserve 
Board decided that it was wise to reorganize the com- 
mittee procedure . . . Commencing in 1923, purchases 


of Government securities and sales of Government 
securities were actually made for the account of the 
system as a whole; and those purchases and sales are 
generally executed through New York, but they are 
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also made in other Federal Reserve districts where 
markets exist and where we can effect purchases and 
sales satisfactorily . . . The Committee carefully avoids 
any intrusion into district matters which would be in 
any way unsettling to the local management of any of 
these Reserve banks in its autonomy and in the local 
responsibility of each Reserve bank. The Committee 
meets frequently at Washington and at times at other 
Reserve banks ... Its supervision comprehends the 
following : Purchases and sales of Government securities 
which are for the System account, but not local trans- 
actions with member banks; purchase of bills in the 
central markets, but not purchases by other Reserve 
banks from their members.”’ 

Mr. Strong, in describing the business done by the 
Federal Reserve Bank of New York for foreign banks, 
said : ‘‘ We do no business at all with comme rcial banks 
abroad but simply with the State banks of issue. This 
business has grown, and represents . . . a natural develop- 
ment in the transition period between the abandonment 
of the gold standard and the resumption of the gold 
standard, which you would generally describe as the 
period of ope ration of the gold exchange standard, where 
banks of issue of various countries maintain accounts 
with the State banks or the banks at issue in countries 
which have free gold markets... The handling of 
these matters is a System responsibility and the sub- 
mission of the management of the foreign business 
through System supervision and control rather than 
leaving it to one Reserve bank alone is desirable.” 

Mr. Strong afterwards described the arrangement 
made two years ago, for a credit in favour of the Bank 
of E ngli ind. In this statement he gave the information 
that: “The Federal Reserve Bank agreed to furnish 
the Bank of England up to a total at any one time of 
$200,000,000 in eold which the Bank of England, to the 
extent that it used it, might either ship out of the country, 


earmark by setting it aside . . . or use to make payments 
in this country.” No commission was charged, the 
reasons being as stated: “‘ the credit extended by the 


private bankers is directly to the British Government 

upon the security of Treasury bills payable in dollars 

the bills in which the equivalent amount of the credit 
D 















40 THE BANKER 


in sterling is to be invested will bear three obligations, 
including that of one British bank or banker, and 
these bills will be supported in fact by the guarantee of 
the Bank of England and the British Government . 

Second, it is coming to be believed by banks at issue that 
it is a mistake as a matter of policy for such banks to 
charge commissions in credit transactions between each 
other... Third, the rates were fixed with due regard 
to the fact that a fixed rate would not be possible . 

Fourth, . . . the suggestion that because the British 
Government guarantees this loan it might be considered 
in effect a loan to a foreign government . . . is not justi- 
fied. Fifth, inasmuch as the Federal Reserve Bank, in 
exchange for any gold used in this arrangement, will 
temporarily receive the equivalent in sterling . . . the 
arrangement contemplates that the Federal Reserve 
banks will assume no risk of loss or of reduction in the 
amount of principal or interest to be received because 
of any fluctuation in the value of sterling. Sixth, the 
proposal by the Bank of England and all discussions of 


the project were based upon . . . the immediate return 
of Great Britain to free gold payment . .. The Federal 
Reserve Bank . . . is absolutely uncommitted as to any 


policy. It is free to raise and lower its discount rate; 
quite as free, in fact, as though no such arrangement had 
been made.” 


A Banker’s Diary 
Mid-May to Mid-June 


On May 30 the Midland Bank began to issue a new 
instrument of payment designed to obviate the expense, 
i in the shape of stamp duty, of remittances 
Projected = of small sums by cheque. The document 
New Means : : a ai ie eee . 
of Payment took the form of a “receipt,” which, being 
available only for the withdrawai or transfer 
to a third party of sums under £2, was held not to require 
stamping. Questions relating to the innovation were 
asked in the House of Commons on June 2, when the 
Chancellor of the Exchequer stated that the Government 
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was taking the opinion of counsel on the question of 
liability to stamp duty. On June 8 it was announced 
that the Midland Bank were refraining from the issue of 
further receipts, in view of correspondence passing 
between the Chancellor and the Bank. The newspapers 
on June 13 contained a further statement by the 
Chancellor to the effect that a test case would be in- 
stituted without delay to determine whether, as the 
Government had been advised, the receipts were bills of 
exchange within the meaning of section 32 of the Stamp 
Act of 1891, and therefore liable to duty. 


On June 8 it became known that the Treasury had 
sanctioned a provisional agreement for the acquisition 

of the Equitable Bank by the Bank of 
English Bank Liverpool and Martins. The Bank of 
Amalgamation Liverpool was founded in 1831 and amal- 

gamated with Martin’s Bank in 1918. Its 
head office is at Liverpool, and nearly 400 branches 
and sub-branches are operated in different parts of the 
country. On December 31 last the paid-up capital was 
nearly £2} millions and deposits {60 millions. The 
Equitable Bank, founded in 1900, has its head office at 
Halifax, with 24 branches, mainly in the surrounding 
district. Its paid-up capital is £100,000, and deposits on 
December 31 last amounted to {1} million. Meetings 
of shareholders to confirm the arrangements have been 
fixed for June 28 and July 13. 


TOWARDS the end of May correspondence passed between 
the United States Secretary of State and the British 
Ambassador regarding the disposal of cer- 

Anglo-U.S. tain pecuniary claims arising out of the 
War Claims war. With some _ exceptions, neither 
Government is to ‘“‘make further claim 

against the other on account of supplies furnished, 
services rendered or damages sustained by it in con- 
nection with the prosecution of the recent war.’’ Further, 
neither is to “‘present any diplomatic claim or request 
international arbitration on behalf of any national 
alleging loss or damage through the war measures adopted 
by the other, any such national to be referred for remedy 


to the appropriate judicial or administrative tribunal of 
D2 
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the Government against which the claim is alleged to 
lie.” The agreement is regarded by the parties ‘not as 
a financial settlement but as the friendly composition of 
conflicting points of view.” (Cmd. 2877, 1927, H.M. 
Stationery Office, 2d.) 


IN accordance with the recommendations of an advisory 
commission from the United States, a new Central Bank 
a of Ecuador has been founded and is appar- 
Currency Re- ently to open for business at the beginning 
eo of July Part of the capital is to be held 
by banks operating in the country and part 
by other subscribers. The Bank is given a monopoly of 
note-issue to replace the paper currency already put into 
circulation by other banks and by the Caja Central, and 
against its liabilities on note and deposit account must be 
held a 50 per cent. gold reserve. The notes are convertible, 
at the option of the Bank, into gold or drafts on London 
or New York, and as from the date of the Bank’s opening 
for business all restrictions on imports and exports of gold 
were to be removed. The new monetary unit is the sucre, 
equal to one-fifth of a dollar, as against the old parity of ten 
to the pound sterling. Thus the law gives recognition to 
the actual rate of exchange ruling, with comparatively 
small deviations, for some time past. 


In accordance with the scheme elaborated in conjunction 
with the League of Nations (see February issue), a new 
hee monetary unit, the kroon, equal to the 

hs me Swedish krone and to 100 estmarks, has 
“Reform Deen established in Estonia. The parity 
is therefore 18°159 to the /, thus giving 

legal recognition to the rate of exchange ruling since the 
end of 1924. The central bank has been reorganized 
and is taking over the Government note-issue, together 
with the gold reserve held against it. The bank is required 
to maintain a minimum cash reserve of 40 per cent. and 
is required to buy or sell gold or gold exchange at fixed 
rates conforming to the new parity. As part of the 
reform scheme, a loan to yield {1,350,000 was issued in 
London, New York and Amsterdam about the middle of 
June. Of this total, £1,000,000 is to be handed over to 
the central bank in exchange for long-term industrial 
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loans, to be transferred to a new mortgage institution, 
which will also receive the balance of the loan as working 
capital. 


IN May, 1926 an agreement was arrived at for a revolving 
credit of So O miltions to be granted by the National City 
Bank of New York to the National Bank of 
cee Czechoslovakia, the credit to be drawn on 
+ we some solely in case of need for stabilization of 
the crown. The agreement has now been 
renewed for a year from June 1, the amount, however, 
being reduced to $15 millions. It is stated that the 
credit was not drawn on during the first year of its 
availability, and that its partial renewal is purely a 
cautionary step. 


FOLLOWING the repayment of the outstanding debt of 
the Bank of France to the Bank of England (see May issue), 
several shipments of gold, amounting in 
Recent Gold all to $30 millions, took place from Great 
Movements Britain to the United States, while in the 
returns of the Federal Reserve banks for 
May 11 there appeared a new item “ Gold held abroad, 
$594 millions.”” These two sums together are approxi- 
mately equal to the amount of gold which was to be 
released by the Bank of England to the Bank of France 
when the debt was repaid. There has been, however, no 
corresponding reduction in the item “ Gold available 
abroad ’”’ in the Bank of France return. These movements 
were followed by sales of bullion by the Bank of England 
on May 19 and May 21 amounting to {1} million and 
{1 million respectively, the name of the purchaser being, 
as usual, undisclosed. Custom was departed from, how- 
ever, when on May 25 the Bank of England announced that 
the recent purchases had been made for account of the 
Bank of France, which was believed to be buying large 
quantities also in New York, apparently in execution of its 
monetary programme. The ordinary gold reserves of 
the Federal Reserve banks declined by $64 millions 
during the two weeks to June 1. The amounts purchased 
are not appearing in the gold holdings as shown in the 
returns of the Bank of France, but are presumably 
included among the “ other assets.”’ 
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On May 17 the Bank of England received {£500,000 
in sovereigns released from German account. The Reichs- 
bank in addition sold gold in New York, these transactions 
being prompted by continued weakness in the mark 
exchange. The Reichsbank’s gold holdings abroad de- 
clined by Rmk. 32 millions between May 14 and May 23. 
These are the first recorded foreign sales of gold by the 
Reichsbank since the stabilization of the mark. 

Following the pronounced strength of Argentine 
exchange, shipments of gold have taken place from 
South Africa direct to Argentina, the first movement 
being reported about the middle of May. 


NEw issues during the month to mid-June did not reach 
exceptionally large proportions, a marked lull occur- 
ring immediately before and following the 
New Capital Whitsun holiday. An issue of 5 per cent. 
Market stock at a small premium on behalf of the 
Corporation of Bradford was left to the 
extent of over two-fifths with the underwriters. At the 
middle of May appeared what was probably the first 
issue under the Electricity (Supply) Act of last year, the 
West Midlands Joint Electricity Authority making an 
offer of 5 per cent. stock at 98 for the acquisition of 
existing undertakings. Further assistance was given 
to the progress of European reconstruction by the offer 
in London of 7 per cent. mortgage bonds of the National 
Mortgage Bank of Greece. The price of issue was 933 
and the amount was readily over-subscribed. There 
were again numerous home commercial and industrial 
issues, and in some cases, including those of a drapery 
combine and a Welsh colliery amalgamation, large 
proportions were left with the underwriters. 


On June 2 the Imperial Bank of India reduced its rate 
from 7 to 6 per cent. The Retchsbank on June Io 
raised its discount rate from 5 to 6 per 

_—_ Rate cent., leaving the rate for advances un- 

anges 

changed at 7 per cent. A week or so later 

the Bank of Danzig likewise raised its discount and loan 
rates by one-half per cent. to 6 and 7 per cent. 
respectively The National Bank of Greece reduced its 
discount rate from 11 to Io per cent. on June g. 
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Edwin Cannan 
By Sir Josiah Stamp, G.B.E. 


Economics and Political Science published under 

the egis of the London School of Economics. In 
1896, Number 1 of the series, “‘ The History of Local 
Rates in England,’ was written by Professor Edwin 
Cannan—now retiring, and the last of the original makers 
of the School. (The present reviewer is seeking for any 
significance in the fact that his own first book is exactly 
half-way in this long numerical line.) 

An excellent portrait of Professor Cannan as frontis- 
piece sets the note of homage and honourable indebtedness 
for which the book stands. The eleven contributors 
have all been his pupils, and all save one are now them- 
selves teachers of his science. It is possible to say from 
inspection that most of them are imbued with his 
spirit, although some deal with subjects that are not 
identified with his work. It was at one time true that 
the teaching chairs of the Empire were “ peopled ”’ by 
the intellectual children and grandchildren of Alfred 
Marshall. At least it can now be said that the descendants 
of Edwin Cannan will hold a good second place. 

For a man so independent or even scornful of all 
conventional distinctions and honours, the particular 
form that this compliment has taken will probably be 
the most significant that could have been chosen—it 
may even for once “disarm” the puckish and quite 
incalculable critical habit that is both the charm and the 
snare of his economic outlook. 

But the book, apart from the high quality of its 
several parts, will as a whole serve the signal purpose 
of making clear the distinctive elements of his life-work 
to many who have not realized that there is a province 
of economic thought that deserves to bear his name. 
His restless and challenging mind has put many shrewd 


Tire book* stands as Number g2 in the Studies in 


* London Essays in Economics : in honour of Edwin Cannan. Edited by 
Professor T. E. Gregory and Dr. Hugh Dalton, M.P., with a Foreword by Sir 
William Beveridge, K.C.B. George Routledge and Sons, Ltd. 1927. Pp. 376. 
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questions to practical issues, and because he has often 
seemed to destroy an idol as unworthy of worship on 
account of some blemish that he has emphasized and to 
put too much stress upon his divergences of opinion, 
some have supposed him to be entirely destructively 
critical and even economically peevish. This book 
may do much to correct any such impression. Dr. 
Dalton terms this side of his work “ bubble pricking.” 
There may be two opinions about the effect of this 
iconoclasm upon young and unformed minds in their 
early impressions of economic teaching, but there can be 
no doubt as to its salutary value for the advanced, 
the stereotyped, and particularly the self-satisfied. Dr. 
Dalton’s summary of his general contribution is just. 
Professor Cannan has done as much as any man to 
reverse the drift away from the critical study of insti- 
tutions to abstract conceptions, margins, and surpluses, 
“an apparatus of ever-increasing intellectual refinement 
but ever-diminishing practical appeal,’”’ and to revert 
sharply to the foundations. But both are necessary, 
and because Professor Cannan’s forte has not been 
abstract analysis, it does not mean that the latter 
is valueless and can be dismissed with a quip or a 
bluff assault of “common sense.’’ May Cambridge and 
London both prevail ! 

Professor Gregory, whose mind is perhaps the most 
characteristically “fli: ul, attempts, with considerable suc- 
cess, an estimate of Professor Cannan’s place in con- 
temporary monetary theory. No adequate description 
of the subtle distinctions between his position and that 
of Mr. Keynes, Mr. Hawtry, or Mr. McKenna can possibly 
be given in a review. The gold standard is not a final 
aim in itself, for he concedes | at least that improvements 
are desirable and may be — but it will be by working 
upon the “supply of gold” “ altering x gold parities,’ and 
he has no place for shetnies of price- lev el control by credit 
policy, and, indeed, has never really indicated the lines 
of “the next step,” still less elaborated it ; so that a rather 
unhelpful critical attitude towards those who are seeking 
advance, looks, despite Professor Gregory’s disclaimer, 
something akin to lack of sympathy with the ends pro- 
posed. As a fact, Dr. Cannan is unlikely to come into 
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line with other monetary theorists while he places so 
little stress upon the volume of ‘“‘cash” at the Bank of 
England as a determinant of general credit volumes in 
preference to any internal ratios of loans to deposits by 
the banks themselves: for the emphasis is crucial. 

Realistic studies on monetary questions are given by 
Professor Plant, who deals with the relations between 
banking and the State in the Union of South Africa, and 
Dr. A. R. Burns, on “The Early Stages in the Develop- 
ment of Money and Coins’’—a very erudite essay. Mr. 
Lionel Robbins makes a contribution of real distinction 
on “The Optimum Theory of Population,” and so treats 
of a subject on which his master has done yeoman service 
before him. In this essay the importance of increasing 
numbers in moving the optimum point, instead of merely 
moving towards or away from it, is rightly stressed. 

Miss Buer contributes an interesting and informing 
chapter on the historical setting—a perfect inducement 
to a pessimistic theory of some kind or other—of the 
Malthusian controversy. Dr. Hargraves gives a useful 
summary of recent settlements of mark debt questions in 
Germany; Dr. Robson a review of the development of 
legal conceptions of capital and income, with the diver- 
gence of that development from economic ideas; and Mr. 
Mitrany an historical retrospect of the incompatibility 
of Marxian doctrine and prophecy with the actual trend 
of agriculture, with particular reference to the Russian 
peasant. Coming back to Professor Cannan’s own field, 
the relation between the theory of wages and productivity 
is keenly and critically reviewed by Dr. Eveline Burns in a 
chapter which must receive notice by every future writer 
upon the subject. An excellent objective criticism of the 
same theory is made by Mr. F. C. Benham, of Sydney 
University, who tests it against the actual effects of 
Australian wage regulation. 

A mixed grill, truly. It is to be feared that some 
genuine contributions to special fields of study may be 
rather hidden from the world and the student by the 
general title, but the risk is well run if Dr. Cannan feels 
the pride in his later pupils which he is justly entitled to 
do. An equal volume might be written by an older 
generation that had his guidance, too. 
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Bank Architecture 
The Midland Bank, Pall Mall 
By Professor C. H. Reilly 


of building to appeal to bankers. Naturally, 

nothing derogatory is meant by that. The bank, 
as will be seen from. the illustrations, is a substantial and 
monumental looking structure, and carries itself with an 
air of well-bred richness. I have heard bank directors 
discuss this bank with approval. Indeed, its fagade has all 
the obvious qualities a banker would wish for. It is easy 
toread. Its composition—a range of Corinthian columns 
between two rusticated pylons and standing on a range 
of rusticated arches—is a safe and well-tried one. Messrs. 
Barclays Bank in Fleet Street used the same recipe 
twenty years ago, only in Fleet Street the order of the 
big columns was Ionic. Here, as Pall Mall with its 


‘be new Midland Bank in Pall Mall is the sort 
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palaces seems to require, the order is the more ornate 
Corinthian. The detail, too, is everywhere well managed 
and according to the best books. Some of the carved 
ornament may be a trifle too thin and too small in scale, 
but it is not sufficiently prominent to affect either way 
the total result. What, then, is wrong with this carefully- 
drawn and elegant building ? It is difficult to say, and 
yet, to be frank, one has to admit its design does not 
quite succeed. It is not, for instance, so good as that 
of the older building on the left side of the illustration, 
though it is, of course, infinitely better than that on the 
right; but that is not saying very much, for there is 
hardly a worse building in London. The facade of this 
new bank is certainly overcrowded, yet one has seen 
other facades as crowded with features as this which 
are, nevertheless, attractive. There are those, for 
instance, of the Central Wesleyan Hall, opposite the 
Abbey—a building which might well be an opera house, 
but certainly never a Wesleyan hall. Its fagades are 
far richer, yet they have great character. Their columns 
and ornament are fused together. One spirit runs through 
the whole, and that the spirit of the man who designed it. 
The result is, it has distinct personality. This elegant 
building—in spite of its impressive columns, its careful 
detail—somehow lacks it. Its decent neighbour on the 
left has it to a far greater extent and is equally refined. 

If one takes the facade, however, in detail, most of 
it is very good. The ground-floor arches, for instance, 
containing the four bank windows and the two balancing 
doorways—one to the bank and the other to the offices 
and flats above—are delightfully proportioned and 
designed. Shut out with your hand the great columns, 
but leave in the little balustrade and the two end bal- 
conies, and you could hardly find a more elegant ground 
storey. Take the centre range of fluted columns by itself, 
and you will see they are beautifully drawn and detailed, 
though they are, perhaps, a little big for the three storeys 
of small windows behind them. Take the end pylons by 
themselves, and the vertical composition of the three 
windows with the balcony at its base is a charming and 
most refined piece of design. It both fits well on its 
rusticated background and carries itself well over the 
arch of the doorway. The upper part of the facade, 
even when taken alone, one must admit is not so good. 
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The frieze and architrave look rather thin and bald under 
the rich cornice, and the roof is restless with its number- 
less dormers, each crowned with a separate triangular 
pediment. The club next door (the good one) has a far 
quieter skyline and an enriched frieze which echoes the 
enrichment of the cornice. Still, the weakness of this 
upper part alone is not enough to counterbalance all the 
fine things below if these fine things really lived. The 
fact is, they are all in themselves too good, too correct, 
too much according to the rules. They look the work of 
a clever but timid man who has not dared to put any of 
his own personality into them. It is unfair, perhaps, to 
compare the werk of anyone else with that of Sir Edwin 
Lutyens, because his work is so very individual in its 
character and so personal to himself, but it serves by 
contrast to give point to these remarks. Think of this 
sedate, elegant, but rather anemic building, and then 
think of Sir Edwin’s little Midland Bank close by in 
Piccadilly. One is like a woman rather ov erpowered 
with her handsome clothes and hardly daring to raise her 
eyes; the other is a happy, laughing girl in bright, but 
useful garments. 

Coming to the surprisingly big interior, the banking 
hall stretches over the whole ground area of the site and 
is lit from either end and from a great skylight in the 
centre. This latter presumably corresponds to the 
lighting court in the building above. There is a fine 
space for the public, with black-and-white marble paving 
which extends the length of the hall. This is more 
commodious than in most English banks. The counters, 
desks, and panelling are, however, of the usual design 
and in the usual walnut. Above them rise, on high 
pedestals, the usual plaster columns to the usual richly- 
beamed ceiling. One of the beams, however—-that next 
the entrance door—does not find its home in the wall as 
comfortably as the others. There is here a little inexact- 
ness in the setting out, and one is really rather glad of it. 
What one feels about so many of these bank interiors is 
that they are so competent up to a point, and yet so 
lifeless. The most interesting parts of this particular 
interior are in the basement and the charming little 
staircase leading down to it. The basement contains, in 
addition to the ordinary strong rooms, a series of little 
private rooms where customers can lock themselves in 
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and consult their deeds. These are cleverly contrived 
and furnished. It is not clear, however, why they should 
be surrounded by a passage as a strong room is, for one 
does not easily envisage even the greatest miser counting 
his wealth and staying in one all night. This, however, 
is a small point, and may in any case be taken as an 
indication of the care with which all details for the com- 
fort and security of customers and their possessions have 
been catered for. There are excellent writing and waiting 
rooms; and the manager’s parlour, when one gets to it, is 
pleasant and spacious enough, with its large, curved side 
and windows, to temper the asperity of any unpleasant 
announcement he may have to make. Altogether, the 
interior of this bank is a very airy and workmanlike 
place, if not showing any particular distinction or 
indeed, aiming at it, as does the exterior. 

I am informed that the late Mr. Whinney, senior (of 
Messrs. Whinney, Son, and Austen Hall), was the architect 
responsible for the design. 


The Equitable Trust Building, New York 


Messrs. Trowbridge and Livingston, the well-known New York 
architects, who designed Messrs. J. P. Morgan and Company’s Bank 
at the corner of Wall Street, are now building for the Equitable Trust 
Company a great forty-storey building which will envelop the Morgan 
building on its two flanks. The illustrations show the new building 
as it will be when completed and as it is at the present moment. The 
new building certainly makes a fine pile and is a good illustration of 
the interest New York buildings are increasingly attaching to them- 
selves through the Zoning Law, which compels a series of set-backs 
after a certain height has been reached. The result is a certain 
Babylonian appearance in the resulting mass which is not without 
romance. In this case the romance is heightened still further by 
the almost ostentatious lowness of the Morgan building at its base. 
What, indeed, must be the wealth of the Morgan firm if it can afford 
to retain so modest a building on such a site? This, no doubt, is the 
question one is intended to ask. 

It will be seen from both the photograph and the drawing that 
the cornice lines and windows of the two buildings are made to range 
together. This is a sign of true neighbourliness which one would wish 
to see more often copied. If ever the Morgan Bank is raised to the 
full height of the law (and- one hears provision has been made in the 
steel work) one hopes that the same neighbourliness will prevail and 
that the new Equitable Trust building will have its very interesting 
skyline respected. 
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The new building as it will be when completed 
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The Tobacco Industry and 
the Revenue 


By the Right Hon. William Graham, M.P. 


Chairman of the Public Accounts Committee, House of Commons 


as the new world’s gift to the old, Mr. T. A. Joyce, 

of the British Museum, remarked ae in Central 
America the earliest explorers found tobacco smoked in 
the cigar form, snuffed and chewed; when Columbus 
landed its principal use among the population of the 
West Indies was in connection with religious ceremonies. 
The habit of tobacco smoking in cigar form was also found 
among the tribes of the Amazon forest; the importance 
of tobacco in the ceremonial and medicine of the West 
Indian native seems, added Mr. Joyce, to have led the 
first European investigators of its qualities to regard it 
rather as a drug than as a pleasurable solace. 

He alluded to the remarkable rapidity with which 
the smoking habit spread over the old world after the 
discovery of America; concluded that whether any form 
of smoking was practised by any people of Asia before 
that date remained an unsettled problem; that after 
Asia received the use of tobacco with open arms, con- 
tinental Asia produced an innovation in the water- 
pipe; while in Africa the native tribes speedily acquired 
the smoking and snuffing habit which spread rapidly 
long before the explorations of European and Asiatic 
effort. And, finally, alluding to the “Counterblaste to 
Tobacco” of James the First in 1604, which described 
it as ““a custom loathsome to the eye, hateful to the nose, 
harmful to the brain, dangerous to the lungs, and, 
the black, stinking fume thereof nearest resembling the 
horrible Stygian smoke of the pit that is bottomless,’’ he 
remarked that that kingly judgment of tobacco had been 
reversed by the experience of three hundred years, 
aided by the great improvement in the process of 
cultivating, curing, blending, and manufacturing the 
fragrant weed. 


L- a recent article on the history of —- described 
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In the more prosaic field of sources of supply it 
is observed that the cultivation of the tobacco plant is 
in present conditions undertaken in practically every 
civilized country. There is, however, infinite variety in 
the local size, colour, and flavour; so great is the 
variety that the product is hardly recognizable as 
belonging to the same species. There is wide variation 
between the output of Kentucky and the much less 
impressive plant of Turkey. A former chairman of the 
Council of Tobacco Manufacturers of Great Britain and 
oe land remarked that the United States of America 

gave us by far the richest quality and the most satis- 
fetes leaf in the world for the manufacture of pipe 
tobaccos and light-coloured mild cigarettes; in this 
matter he had in mind the cultivation of numerous 


‘States, of which the most important were Kentucky, 


Virginia, and North and South Carolina. The exports 
are large. At a recent date Great Britain alone was 
credited with tobacco which to the extent of go per cent. 
was imported from the United States; certainly the 
largest proportion of the enormously increased number 
of cigarettes now consumed are called Virginia cigarettes, 
though the leaf from which they are manufactured is 
overwhelmingly derived from North and South Carolina. 
As regards the British Empire, Rhodesia and Nyasa- 
land are “regarded as making the best approach to the 
tobacco of Virginia and Carolina; in colour and quality 
the comparison is effective, but the flavour is, according to 
experts, not so delicate or choice. In cultivation Canada 
has taken a minor, but still useful, place. Efforts to 
imitate the style of the Carolina cigarette leaf have so 
far been relatively unsuccessful; more progress has been 
made in darker and heavier grades : in this sphere, as in 
others, the system of Imperial preference may have a 
stimulating effect. The Turkish output, in territory 
which is now, however, part of Greece and Bulgaria, is 
well known. A certain district in Cuba still gives the 
most valuable cigar leaf in the world, with a remarkably 
fine flavour. The contribution of the Havana manufac- 
turers has been of remarkable importance; the nearest 
approach to their output, in the case of flavour, is usually 
attributed to Jamaica. In many of the cheaper varieties 
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of cigar leaf South America has offered considerable 
output, notably Brazil, where the leaf is, perhaps, more 
appropriate for blending. And there are, of course, 
many other sources of supply. 

A map of the world showing the chief tobacco- 
growing countries, indicates that the plant is cultivated 
pre ctically everywhere save in northern terr tory, where 
climatic and other conditions are adverse; but even 
there it is found, if only to a very limited extent. In the 
three years 1920-22, the world production of tobacco 
reached an average of approximately 3,714 million lbs., 
compared with 2,904 million lbs. which was the average 
production of the world during the five years’ period 
between 1909-13. This development is best illustrated 
by the c comparison of certain figures in the case of the 
United States. In 1924, for example, the aggregate 

value of the 460 million lbs. of raw leaf exported from 
the United States was 123 million dollars. The _ pre- 
dicted total production for the United States of America 
in 1925 was nearly 1,283 million lbs., a substantial 
ave upon the actual output of America for 1924. 
Leaving the product of the British Empire for separate 
treatment, it may be observed that in 1924 the Cuban 
crop was valued at 50 million dollars; Greece cultivated 
a substantial area; Turkey Bulgaria, and Rumania 
harvested considerable amounts ; in 1924 Hungary had 
over 42,000 acres under tobacco; the French and Italian 
cultivation was substantial ; while the Philippines, Siam, 
Japan, China, and Persia, among other countries, made an 
important contribution. 

As regards cultivation within the British Empire a 
recent authority remarked that, dealing with supplies of 
Empire products to fill Empire markets, it must always 
be remembered that a wide difference separates those 
commodities which are essential or can be definitely 
standardized, from those, of which tobacco is a distinct 
example, that depend entirely upon the taste of the 
consuming public. If Empire-grown tobacco is to suc- 
ceed it must have a substantial place in the market of 
the United Kingdom; but the movement in_ that 
direction was, perhaps, hardly pronounced until the 
preferences of Ig1g and later years gave a definite 
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stimulus. Nevertheless, the power of foreign-grown 
tobacco in this country is impressive. Most of the 
authorities have directed attention to its entrenched 
position; to the fact that preferences, if they are to be 
genuinely effective, must be intra-Imperial, and not 
applied merely to this country; that all Governments 
should give generous encouragement to scientific and 
technical research; that full advantage, especially in 
publicity, should be taken of the present feeling in favour 
of Empire goods; and that the skilful blending of tobaccos 
from Imperial sources should be undertaken with a 
view to appealing to existing tastes as well as to the 
cultivation of a taste for characteristic Empire products. 

An interesting comparison in the case of United 
Kingdom imports of all kinds of tobacco is possible 
with the years 1913 and 1923 as a basis. In the former 
year the total quantity imported from foreign countries 
was 163,389,000 lbs., with a total importation from 
3ritish possessions of 2,371,000 lbs. In 1923 the 
total quantity imported from foreign countries was 
161,622,000 lbs., by far the greater proportion in both 
cases coming from the U nited States, while in that year 
the total from British possessions was rather more than 
13 million lbs. On total imports, and during the same 
period, the quantity from British possessions had shown 
an expansion of over 10 million lbs. In that way the 
proportion contributed by the British Empire had 
increased, but it was still a comparatively small part of 
the aggregate amount landed at our ports year by year. 
A recent statistical return shows that’ the Empire 
preference in import tax has further stimulated Empire 
engpigenn The proportion of Empire origin, which 
was 5°3 per cent. in 1923, was a year later 6. per cent. ; 
but it is still estimated that in round figures go per cent. 
of the tobacco consumed in this country is grown in the 
United States. 

The seventeenth report of the Commissioners of 
Customs and Excise, for the year ended March 31, 1926, 
gives the latest official figures 1 regarding the tobacco 
duties in Great Britain; they are also, of course, an 
impressive measurement of the growth of the industry. 
In 1924-25 the clearances of tobacco were rather more 
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than 129 million Ibs.; the strict consumption for that 
year was probably a little lower than the figure indicated, 
and is not regarded as quite so good as the it of 1923-24. 
But 1925-26 showed a rem irkable expansion. The 
official estimate assumed a consumption of 129 million 
lbs., giving a revenue, after allowance for the increased 
preference on Empire tobacco, of £51,050,000. During 
that year, however, consumption was nearly six million 
lbs. higher, and the revenue reached £53,500,000, or a 
surplus of £1,850,000 on the estimate. The revenue is, 
of course, almost entirely derived from the customs 
duty on imported unmanufactured tobacco; only 
£650,000 or somewhat similar amount is received from 
manufactured tobacco. The Finance Act of 1925 increased 
the preference, as from July 1 of that year, on 
Empire tobacco .from one- -sixth to one-fourth of the full 
duty. The Customs and Excise officials agree that the 
preference has stimulated the Imperial contributions : 
in 1925-26 it amounted to 14°6 million lbs., or nearly 
Ir per cent. of the total consumption. The principal 
sources of supply are Nyasaland and India, with 
considerable quantities from Canada, British North 
Borneo, and Rhodesia. 

The statistical matter in these reports gives abundant 
proof of the rapid expansion in imported tobacco. In 
1913-14 the main duty was 3s. 8d. per lb. The 
quantities retained for consumption were over 98 mil- 
lion Ibs., with receipts of approximately £18} million. 
The duty was increased to 6s. 5d. in 1917- 18, and a year 
later it was advanced to 8s. 2d., at which it has since 
remained, subject to the amended proposals of the 
Finance Bill, now under discussion in the House of 
Commons. The quantity retained for consumption during 
the period since 1913-14 has risen - 134,786,912 Ibs. 
in 1925-26, figures which since 1922-23 were applic- 
able to Great Britain and Northern fideed only; and 
the receipts have bounded up to £53,493,600. The 
record of home-grown tobacco is, of course, much 
less impressive. The quantity retained for consumption 
in Great Britain and Northern Ireland during 1925-26 
was not quite 13,000 lbs., representing a revenue of 
£3,900, compared with 10 000 lbs. and a revenue of 
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£3,400 in the preceding year. In 1925 only twenty acres 
were approved for the cultivation of ' Sladiten for curing 
purposes in England and Wales, which was six acres less 
than the total of 1924. The great bulk of the tobacco 
is imported in unmanufactured form, and the quantities 
of home-grown tobacco show a marked diminution 
compared with 1913-14, although owing to the increase 
in the duty the net receipts show on balance, in the last 
year compared with its predecessor, a slight increase. 
The tobacco bill of the United Kingdom has been 
placed, for the purposes of recent debate, at rather more 
than {120 million per annum. In this respect measure- 
ment is difficult as compared with America, where a 
census is taken every two years; in Great Britain the 
statistical analysis of the commercial products is much 
less complete. Low-priced cigarettes cover probably 
75 per cent. of the consumption of tobacco in all forms 
in this country; 20 per cent. of the remainder has been 
allocated to cut ‘tobacco ; and 5 per cent. to cigars. Com- 
paratively cheap Virginian cigarettes have virtual 
command of the field, together with certain brands of 
pipe tobaccos. For the purposes of this investigation 
the amount of tobacco consumed in a year, placed at 
nearly 129 million lbs., imported at a low moisture 
content of 10 per cent., gives a basis of the total weight 
which issues from the factories. That has been put as 
high as 148 million lbs. Prior to the introduction of the 
present Finance Bill retail prices were roughly averaged 
at a flat Is. per oz., and making allowance for the numbers 
of smokers to population, the small sum for pipes and 
other accessories, the total outlay reaches rather more 
than the £120 million already indicated. But it should 
be observed that in this matter full and tested statistics 
are available to only a limited extent; and it is too early 
to speak with precision of the contribution which will 
be made to this problem by the material in the census 
of production for 1924, now in course of preparation. 


The Bankers’ Clearing House 


Mr. Herbert Woodcock has been appointed chief inspector of the 
Bankers’ Clearing House in succession to Mr. Arthur E. Salt, whose 
retirement was recently announced. Mr. Ralph Miller has succeeded 


Mr. Woodcock as deputy inspector. 
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International Banking Review 


French Banks Abroad 


r NHE French banks operating in French colonies and 
protectorates, and in foreign countries, have been, 
on the whole, successful during 1926. Most of the 

French banks in Northern Africa have increased their 

profits. The net earnings of the Banque d’Etat du Maroc 

have advanced from 10,355,022f. to 14,421,769f. Its 
position strengthened conside rably during last year ; while 
its note circulation increased only by 21,000,000f. its 
foreign currency reserve advanced from 43,380,770f. to 
70,273,508f., and its gold reserve from 3,526,151f. to 
12,368,404f. The Banque Commerciale du Maroc pro- 
duced a net profit of 1,405,000f., while the net profit of 
the Banque Francaise du Maroc amounted to 649,247f 
The Banque de |’Algérie increased its net profits from 
18,496,272f. to 19,501,674f. Its dividend has _ been 
fixed at 194.80f. as against 188.38f. for 1925. The net 
profits of the Crédit Foncier d’Algérie amounted to 
11,599,237f. The Banque de Tunisie will increase its 
dividend from 16 to 18 per cent., as a result of the increase 
of its profits from 1,333,000f. to 1,746,000f. The Banque 

Industrielle de l’Afrique du Nord produced a net profit 

of 2,323,798f., as compared with 1,604,486f. in the 

previous year. The net earnings of the Banque Francaise 

de l'Afrique show an increase of 1,353,18of. at 6 .718,4921. 

The dividend will be maintained at 55f., on the increased 

share capital of 37,500,000f. The bank will increase its 

capital this year by another 12,500,000f. to 50,000,00 of. 

The Banque de 1|’Afrique Occidentale, which is the note 

issuing bank for the Western African French colonies, 

has increased its note circulation by SI, 000,00of. during 
the half year ended March 31, 192 Its net profits 
amounted to 10,858,76r1f., as against 12, 2,333,081. for the 
corresponding pe riod of the previous business year. 
Among the French banks operating on the Continent 
the Banque Franco-Polonaise shows satisfactory pro- 
gress, its net profits amounting to 3,391,653f. It will 
increase its share capital from 30,000,000f. to 50,000,000f. 

On the other hand, the net profits of the Banque 

Francaise et Espagnole declined from 1,313,211f. to 

go6,617f., owing to losses suffered in consequence of the 











INTERNATIONAL BANKING REVIEW _ 63 


failure of a number of sugar firms in Guadeloupe. The 
Banque des Pays de |’Europe Centrale earned 9,900,528f. 
last year, against 9,232,913f. in 1925. In the Far East, 
French banks worked with a satisfactory result. The net 
profits of the Banque de I’Indo-Chine, which increased 
from 18,494,949f. for the second half of 1925 to 
21,127,167f. for the first half of 1926, has further in- 
creased to 23,933,014f. for the second half of last year. 
It has increase d its dividend from 195f. in 1925 to 245f. 
in 1926. Its note-issuing right has been prolonged by 
another six months, pe nding a definite settlement of the 
problem of note issue in the French Asiatic colonies. The 
Crédit Foncier d’Extréme-Orient increased its net profits 
from 9,020,000f. to 12,570,000f. Among the French banks 
established in South America the Banque Argentine et 
Francaise produced a net profit of 1,700,156f., which is 
a slight increase as compared with 1925. On the other 
hand, the Banque Francaise du Chili (in liquidation) 
showed a net loss of 153,022 pesos for 1926. 

The Banque Nationale Francaise du Commerce Ex- 
térieure increased its dividend from 6}f. to 7}f., as a 
result of the increase of its net profits from 18,520,000f. 
to 22,228,200f. Among the French provincial banks the 
Société Nancéienne de Crédit increased its net profits 
from 11,082,38o0f. to 12,231,008f., and its dividend from 
g to Io per cent. The Banque Régionale de la Sarre, 
Sarrebruck, will maintain its dividend at 15 per cent., 
notwithstanding its increased profits. The Société Cen- 
trale des Banques de Province—in liquidation since 1922 

showed a surplus of 3,637,808f. for 1926. By a recent 
agreement its total li ibilities have been reduced to 
120,000,000f. 


Holland 


Owing to the turn in the trend of international money 
rates, several of the foreign loans issued in Holland during 
the last month were not well received by the public. 
This was the fate of the Dutch instalment of the 
$20,000,000 City of a ae Loan, and also of the 
debenture issue of fl. 6,875,000 of the Gewerkschaft Karl 
Alexander, an industrial conerpeies of the Saar district. 
The issue of foreign loans continues, nevertheless, un- 
abated. Several Belgian loans have been floated recently, 
such as the 6 per cent. loan of 75,000,000f. of the C rédit 
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Commun: ul de Oy et and the 63 per cent. loan of 
fl. 5,000,000 of the Grands Magasins Innovation, Brussels. 
haieoian has taken {200,000 of the Estonian 7 per 
cent. loan, and, as usual, it has participated in practically 
every international loan floated in New York. An 
important event was the withdrawal of gold to the 
amount of $2,700,000 for New York, as a result of the 
depreciation of the exchange. To avert a further efflux, 
the Netherlands Bank has supported the guilder through 
the sale of part of its foreign exchange holding. A new 
financial house has been established in Amsterdam under 
the name of Centrale Disconto Bank. Several small 
banks will amalgamate under the name of Nederlandsche 
Midde nstandsbank. 

The annual reports of Dutch banks which have been 
published during the last few weeks confirm favour- 
able anticipations, as is indicated by the following 
comparison of net profits : 

Net Profits. 
(In Guilder.) 

1926. 1925. 
,500,000 11,549,000 
,704,000 3,275,000 
250,000 3,120,000 
,700,000 3,600,000 


Amsterdamsche Bank 
Incasso-Bank 
International Credit en Hi inde Isver ree eniging 


Twentsche Bank 
Wolbank 
Continentale 


Nederlandsch-Indische Handels bank .. 6,250,000 

__ The Amsterdamsche Bank has raised its dividend from 

| to 8} per cent., while the Incasso-Bank has increased 
its dividend by } per cent. to 7 per cent. The Amster- 
damsche Credit Maatschappij, Twentsche Bank, 
Nederlandsch-Indische | Handelsbank, Nederlandsche 
Bank voor Suidafrika, Credit en Handelsvereeniging, 
Haarlemsche Bankvereeniging, and _ others have 
maintained their dividend at the previous year’s 
figure, while the Koloniale Bank, Amsterdam, has 
reduced its dividend from 17 to Io per cent. 


WwW N 


920,000 720,000 


Hande Isb. ok. hag 781,000 584,000 
6,230,000 


Germany 


It was feared that the German Bourse slump would 
result in a series of failures among small and medium 
German banks. Rumours were in circulation about the 
difficulties of several Hamburg houses, but up to now 
they proved to be without foundation, The only banking 
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failure announced since the Bourse slump was that of 
the small Berlin private banking firm, Ulrich, Wolfsohn 
& Co., whose liabilities are estimated at 1,000,000 
reichsmarks. 

The following increases of capital have been announced 
recently :— 


Present share Proposed 
capital. Increase. 
(In Reichsmarks.) 

Deutsche Vereinsbank ce ‘i .. 6,000,000 3,000,000 
F. W. Krause, Berlin ‘a sca .. 5,250,000 3,750,000 
Westbank, Frankfort ~~ ae .. 3,000,000 2,000,000 
Communalbank fiir Sachsen se .. 1,000,000 2,000,000 
Plauener Bank i ite Sf .. 1,500,000 I,500,000 
Unionbank, Berlin .. fa os .. 1,000,000 1,000,000 


The increase of the Unionbank’s capital coincides 
with the acquisition of an interest in that bank by the 
Swedish match trust. Mr. Ivar Kreuger has been elected 
on the board of the bank. 

Among the German banks operating abroad, the 
Banco de Chile y Alemania produced a net profit of 940,000 
pesos during 1926, against 800,000 pesos in 1925. Its 
dividend will be raised from 4 per cent. to 6 per cent. 
The Deutsch-Sudamerikanische Bank, on the other 
hand, earned a net profit of only 502,000 reichsmarks in 
1926, which is only half of the previous year’s profit. 
The improvement of Germany’s relations with her neigh- 
bours has opened the way for banking expansion in 
hitherto unexplored directions. A financial house has 
recently been established in Berlin with the object of 
specializing in transactions with Poland. It is reported 
that negotiations are carried on with a view to establishing 
a Franco-German bank in Paris under the name of 
Banque Franco-Allemande. 


Belgium 


As the Belgian currency has been stabilized at a 
low value, it has become necessary to increase the share 
capital of banks and other companies, so as to adjust 
it to the new price level. The Banque Belge pour 
l’Etranger is increasing its capital from 75,000,000f. to 
150,000,000f. The Banque de Bruxelles will issue 
100,000 new shares of 500f. nominal, so as to increase its 
capital from 200,000,000f. to 250,000,000f. The new 
shares will be issued at a price of 1,200f. The object 
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of the capital increase is the acquisition of important 
Franco-Belgian interests. The Banque Italo-Belge is 
increasing its capital from 50,000,000f. to 100,000,000f. 
Its new shares of 500f. nominal will be issued at 1,o000f. 
The Banque Centrale de Liége will increase its capital 
by 5,000,000f. For some time rumours were in cir- 
culation concerning the fusion of the Crédit Général 
Liégeois with the Banque d’Outremer. Although the 
expected deal did not materialize, the relations between 
both banks will be tightened through the appointment 
of one of the directors of the Banque d’Outremer on the 
board of the Crédit Général Liégeois. At the same time 
the latter will transfer its head offices from Liége to 
Brussels. 


Luxembourg 


The Banque Internationale de Luxembourg increased 
its net profits from 1,780,579f. in 1925 to 2,487,628f. in 
1926. The dividend will be maintained at 5 per cent. 
The Dresdner Bank has taken a participation in the 
bank, and has appointed two directors on its board. 
The Luxembourg Government is considering the intro- 
duction of a currency reform. At present Belgian 
currency and the notes of the Banque Internationale 
are legal tender. 


Switzerland 


During the month banking in Switzerland was fairly 
eventless. The outstanding event was the decision of 
the Banque de Dépots et de Crédit, Geneva, to increase 
its capital from 10,000,000f. to 15,000,000f., through 
the issue of 10,000 shares of 500f. nominal. The paid-up 
capital will be increased from 6,250,000f. to 11,250,000f. 
Under the name of Discont-Credit A.G., a new company 
has been established in Zurich with a capital of 500,000f. 
The net profits of the Banque Cantonale Neuchateloise 
for 1926 amounted to 2,494,891f., which is slightly 
lower than the corresponding figure for 1925. 


Italy 


It is announced that the banking house Goldschmied 
& Co., Milan, will go into voluntary liquidation. All 
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liabilities will be paid in full. The banking house was 
established last year by Signor Leo Goldschmied, the 
well-known banker, and during its short period of 
existence has played a very important part in the Bourse 
and in the foreign exchange market. The Banco di 
Pavia, a small provincial bank, has suspended payment 
as a result of the recent failure of another provincial bank. 
The Banca Lombarda di Depositi e Conti Currenti, 
Milan, will increase its share capital from 12,000,000 lire 
to 24,000,000 lire. 


Norwegian Banking Difficulties 


The situation of Norwegian provincial banking is 
still far from satisfactory. The monthly circular of the 
Norwegian Joint Stock Banks announces that several 
banks were recently placed under public administration. 
Among others, the Aalesunds Landmandsbank, the 
Gjoviks og Oplands Kreditbank, the Haldels og Land- 
mandsbanken, Namsos, and the Flackkelfjords Privat- 
bank, have stopped payment. The number of banks 
placed under public administration is over fifty, repre- 
senting over half of Norway’s total banking resources. 
Several of them have published their statements for 1926. 
The unsecured creditors are expected to receive the 
following dividends :—Den Norske Handelsbank, 48°63 
per cent. ; Kragero og Omegns Privatbank, 38:4 per cent. ; 
Stavanger Handels og Industriebank, 50 per cent.; 
Tronso Handels og Privatbank, 65°6 per cent. The 
Tonsberg Kreditbank pays a sixth dividend of Io per 
cent., and the Haldens Privatbank pays another Io per 
cent. in addition to the 85 per cent. already paid. 


Iceland Bank Reform 


Hitherto the Landsbanki Islands have shared the right 
of note issue with the Islandsbanki. The Althing has 
now passed a Bill, giving the former the exclusive right 
of note issue. A group of Hamburg business houses 
obtained last year a concession for the establishment 
of a Bank of Iceland. The terms of the concession 
will now be modified so as to make it acceptable to the 
concessionaire. The capital is proposed to be fixed at 
10,000,000 kroner, and the term of the concession is 
proposed to be extended to twenty-five years. 
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Czechoslovak Bank Results 


Most Czechoslovak banks have recently published 
their annual reports. The results are compared with the 
figures for 1925 in the following table : 


Profits. Dividends. 

1g26., 1925. 1926, 1925. 

(In crowns.) (In per cents.) 
Commercial and Industrial Bank 23,788,981 22,861,868 
Bohemian Union Bank .+ 30,060,000 33,927,000 
Bohe mian Commercial Bank ae 7,350,000 7,487,000 
Bank of Czechoslovak Legions 6,639,000 6,017,000 
Slovenska Banka a -- 4,062,155 3,279,269 


These figures indicate the absence of a uniform 
tendency. It was generally expected that banking 
profits would be lower than for the previous year, owing 
to the reduction of the rate of interest. In the case of 
several banks, however, the decline under that head was 
made good by higher profits on security transactions or 
issuing activity, or by the reduction of working costs. 

In sympathy with the change in the German money 
market, money rates in Czechoslovakia have become 
firmer during the last two months. As a result, negotia- 
tions for the issue of several internal loans—among —. 
a loan for the City of Prague—have been suspended, 1 
the hope that easier conditions will return before ie 
The Czechoslovak National Bank renewed for another 
year a sum of $15,000,000 of its credit of $20,006,000, 
obtained from the National C ity Bank a year ago, for the 
purpose of maintaining the stability of the exchange. 


Austrian Banking 


The consolidation of Austrian banking has made 
further progress during the month under review. Steps 
have been taken for the absorption of the Unionbank and 
the Verkehrsbank by the Oesterreichische Bodenkredit- 
Anstalt. The Kaerntner Bank, which suspended pay- 
ment at the end of 1926, has offered its creditors a 
settlement of 60 per cent. The Wiener Bankverein will 
take over some of its assets, and will grant a secured 
advance of 4,000,000 schillings, pending the realization 
of other assets. It is reported that the Austrian Post 
Office Savings Bank, which has suffered heavy losses 
during the last few years, intends to sell its holding of 
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Bodenkredit-Anstalt shares to an American financial 
group. 

The Merkurbank, Vienna, produced a net profit of 
1,770,000 schillings in 1926, which is a slight increase 
over the previous year’s profit. The dividend will be 
maintained at 12} per cent. The first business year of 
the Hauptbank fur Tirol und Vorarlberg, which was 
created last year through the fusion of three local banks, 
resulted in a small net profit. 

The difficulties of the Vienna metal firm Jakob 
Neurath were brought about by the refusal of London to 
rediscount Russian export bills. Several Austrian and 
British banks are involved in the failure. The amount 
of British claims is estimated at £350,000. 


Hungarian Bank Fusions 


The Hungarian Government is anxious to encourage 
the fusion of provincial banks, and is introducing legis- 
lative measures to that end. The minimum share capital 
of banks has been fixed at 10,000,000 pengo. As twenty- 
four provincial banks have a smaller capital, and are not 
in a position to increase it, they either have to liquidate 
or amalgamate. 


Spanish Banking Accounts 


As a result of international bull speculation in pesetas, 
abnormally large amounts of sight deposits have accumu- 
lated in the Spanish banks and in the foreign banks 
operating in Spain. As the possibility of employing 
these funds in short-term loans has become rather 
restricted since the consolidation of the Government’s 
floating debt, the banks do not welcome the increase of 
these funds, which may be withdrawn suddenly as a 
result of a change in the trend of the foreign exchange 
market. To discourage the influx of such funds, the 
banks have decided not to allow any interest on new 
accounts, and to allow interest to old customers only up 
to 500,000 pesetas, or, in some cases, 200,000 pesetas. 

The discovery of forged 100 peseta notes has created 
much uneasiness among the public. There was a run of 
the holders of these notes on the Bank of Spain, but out 
of the large amounts of notes presented only very few 
forgeries were found. 
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The following bank results have been published 
recently : 
Net Profits. Dividends. 
1926. 1925. 1926. 1925. 
(In pesetas.) (In per cents.) 


Banco de Vizcaya wa .. 9,762,889 10,968,598 20 20 
Banco de Gijon .. ¥ .. 1,218,043 1,515,865 I2 12 
Banco de Santander... Pe 892,318 1,229,384 20 20 
Banco Hipotecario de Espana 8,490,000 7,420,000 10 10 


The Banco Hipotecario ce Espana will increase its 
paid-up capital from 35,000,000 pesetas to 37,500,000 
pesetas. 


Roumanian Bank Results 


The total gross profits of the ten leading Roumanian 
banks for 1926 amounted to 1,235,600,000 lei, which is 
about 250,000,000 lei higher than in 1925. The increase 
of net profits was only 17,000,000 lei. The Banque de 
Crédit Roumain produced a net profit of 58,459,787 lei, 
as against 46,659,610 lei in 1925. Its dividend has been 
raised from 15 per cent. to 18 per cent. The Banca 
Italo-Romana, which is controlled by the Banca Com- 
merciale Italiana, has increased its dividend from 12 per 
cent. to 15 percent. The Banque Franco-Roumaine has 
increased its dividend from 10 per cent. to II per cent. 
The dividend of the Banque Marmorosch, Blank & Co. 
remained unchanged at 244 per cent., that of the Banca 
Romaneasca at 21 per cent., that of Banca Generala at 
14 per cent. The net profits of the Swiss-Roumanian 
Bank amounted to 14,625,947 lei, which is slightly 
higher than the corresponding figure for 1925. The Banca 
Braila, a small provincial bank, has suspended payment. 
Its liabilities amount to 20,000,000 lei. Legislative 
measures are likely to be introduced to compel the 
banks to publish balance sheets on a uniform basis. 


Jugoslav Stabilization Scheme 


As a result of the influx of foreign funds through the 
Blair loan and subsequent dollar issues, monetary con- 
ditions are easier in Jugoslavia. The newly- appointed 
Governor of the National Bank, M. Dragutin Prokitch, is 
credited with the intention of stabilizing the dinar at the 
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rate of 56.70 to the dollar. Originally, the National 
Bank intended to stabilize the exchange in relation to 
the Swiss franc, but since the issue of the dollar loans, 
the closer financial relations established with New York 
have made it more convenient to base the exchange on 
the dollar. The Jugoslav Minister of Commerce has 
granted the permission for the establishment of a new 
bank in Belgrade with a capital of 10,000,000 dinar. 
The bank will be controlled by the Hungarian Discount 
Bank. 


Bulgarian Loan N egotiations 


The Bulgarian Land Bank, which was established 
with a view to taking over the National Bank’s mortgage 
department, is negotiating an external loan of $20,000,000, 
redeemable in forty years. Another loan is under 
negotiation, with the object of enabling the National 
Bank to stabilize the exchange definitely. The Kredit- 
bank, Sofia, which was established by a German banking 
group, produced a net profit of 2,020,000 leva in 1926. 
Its dividend has been maintained at 9 per cent. 


Finnish Ba nking Fusions 


The A.B. Unionbanken, which is the third largest 
bank in Finland, secured last year a controlling interest 
in the Sodra Finlandsbank. The latter is now to be 
absorbed by the Unionbanken. It was founded in 
1917, and its share capital amounts to 16,000,000 marks. 
The Unionbanken’s share capital is 100,000,000 marks. 
There will be no fresh share issue in connection with the 
amalgamation. The Kansallis-Osake-Pankki, Helsing- 
fors, is increasing its capital from 130,000,000 marks to 
200,000,000 marks. As the shares will be issued at a 
premium, the reserves will also considerably increase as a 
result of the transaction. Quite recently another leading 
Finnish bank, the Nordiska Foreningsbanken, increased 
its capital from 200,000,000 marks to 240,000,000 marks. 


Danzig Banks’ Capital Incrcase 
The British and Polish Trade Bank, which was 


established last year to take over the Danzig branch of 
F 
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the British Trade Corporation, will increase its share 
capital from 3,000,000 gulden to 5,000,000 gulden. The 
Commercial and Industrial Bank of Danzig will increase 
its capital from 1,500,000 gulden to 2,500,000 gulden. 
Negotiations are in progress for the issue of a loan by 
the Free State of Danzig under the auspices of the League 
of Nations. Part of the proceeds will be used for the 
repayment of floating debt. 











Polish Bank Results 


The net profits of the Anglo-Polish Bank, which is 
controlled by the British Overseas Bank, increased from 
366,113 zloty in 1925 to 420,024 zloty in 1926. It has 
raised its dividend roms 8 per cent. to 12 per cent. 
Current, deposit, and other accounts advanced from 
2,408,618 zloty to 5,484,936 zloty, while the total turn- 
over increased from 862 millions to 1,476 millions. The 
Bank Przemyslowcow Polski produced a net profit of 
4,333,324 zloty. In spite of this it has been decided to 
pass the dividend. The net earnings of the Bank 
Cukrownictwa, Poznan, for the year 1926, amounted to 
1,916,820 zloty. The dividend has been fixed at 12 per 
cent. on the share capital of 6,000,000 zloty, to which 
figure it has been raised from 4,800,000 zloty last year. 

The Bank Gospodarstwa Krajowego, which is con- 
tro'led by the Polish Government, has decided to increase 
its capital from 40,000,000 zloty to 100,000,000 zloty. 
The Polish Treasury will take over the whole amount of 
new shares of 60,000,000 zloty. On the other hand, the 
bank will grant the Government a loan of the same 
amount, in the shape of handing over to the Treasury 
municipal mortgage bonds. Several small banks, whose 
capital is under the legal minimum, are increasing their 
capital so as to comply with the requirements of the law. 
Among others, the Naphtabank of Lwow is increasing 
its capital from 500,000 zloty to 1,000,000 zloty. A 
Swiss-Polish Bank has been established with a capital of 
2,500,000 zloty. 


































Persian Banking 


According to the quarterly report of Dr. Millspaugh, 
Administrator-General of the finances of Persia, the 
liquidation of the Banque d’Escompte de Perse is 
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making satisfactory progress. A sufficient amount has 
been collecte d from the bank’s debtors to permit in the 
immediate future the payment of all small claims. Its 
properties are being sold by auction to its creditors, in 
settlement of their claims. A Bill is before the Majless 
for the establishment of a Government bank, whose 
principal task will be the financing of Persian industrial 
enterprises. 


Chinese National Banks 


In spite of the civil war, many of the Chinese national 
banks in Peking and Shanghai had a satisfactory year. 
The Bank of C ommunications has paid a maiden dividend 
of 6 per cent. on its share capital of $20,000,000. The 
net profits of the Yien-Yieh Commercial Bank, Peking, 
amounted to $1,438,285 for 1926, on a share capital of 
$7,000,000. A dividend of 14 per cent. will be distributed. 
The paid-up capital will be raised to $7,500,000. The 
Agricultural Bank of China produced a net profit of 
$220,957, on a paid-up capital of $1,000,000. A total 
net profit of $305,665 was realized by the National 
Commercial Bank of Shanghai, on a share capital of 
$2,500,000, while the net profits of the Chekiang Indus- 
trial Bank amounted to $393,942, and those of the 
National Industrial Bank of China amounted to $411,536. 
On the other hand, the I Cheng Bank, Shanghai, has 
closed its doors as a result of difficulties caused by the 
civil war, and the Cotton Industry Bank of China has 
decided to go into voluntary liquidation. 


Japanese Banks’ Recovery 


During the past month Japanese banks made con- 
siderable progress towards recovery. There was no 
renewal of the run after the end of the moratorium, and 
the deposits have been gradually returned. As a result 
the greater part of the emergency note issue of the Bank 
of Japan has been withdrawn from circulation. Arrange- 
ments have been made for the reopening of the Nobles’ 
Bank. Its share capital will be reduced by 75 per cent., 
and no dividend will be paid until all debts are dis- 
charged. The banks have decided to reduce their 
divide nds, and all companies follow their example. 
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The following is the list of the banks which have 
closed down during the recent crisis : 


Names of Banks. 


Hirobe Bank 


Watanabe Bank .. 


Akaji Bank 
Nakai Bank 
84th Bank 


Nakasawa Bank .. 


Soda Bank 
Murai Bank 
Kuki Bank 


Yamashiro Bank 


Kuwafune Bank .. 


Asanuma Bank 
Tokatsu Bank 
65th Bank 
Kurate Bank 
Kurita Bank 
Omi Bank 
Taiwan Bank 
Gamo Bank 
Senyo Bank 
Rohin Bank 


Nishiebara Bank .. 
Hiroshima Bank. . 


Moji Bank 
15th Bank 
Takeda Bank 
Taisho Bank 
Akashi Bank 


Kagoshima Bank 
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When 


closed. 
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> 
) 
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4 
4 
4 
4 
4 
19/4 
IQ/4 
IQ, 4 
20/4 
20/4 
21/4 
21/4 
21/4 
21/4 
21/4 
21/4 


Deposits 
(in yen). 
4,757,000 
37,005,000 
5,349,000 
45,551,000 
17,785,000 
58,656,000 
21,753,000 
60,059,000 
1,656,000 
2,536,000 
210,000 

Unknown 
I,0601,000 
258,171,000 
5,542,000 
6,024,000 
137,135,000 
92,506,000 
2,021,000 
I,400,000 
1,230,000 
2,600,000 
4,306,000 
IOI,000 


308,434,000 


555,000 

7,602,000 
Unknown 

I,331,000 


Head Offices. 
Tokyo 


Kuki, Saitama-ken 
Kyoto 

Kameoka, Kyotofu 
Osaka 

Matsudo, Chiba-ken 
Kobe 

Fukuoka 

Kusatsu, Omi 
Osaka 

Formosa 

Yawata, Omi 
Osaka 

Hiroshima 
Okayama 
Hiroshima 

Moji 

Tokyo 


” 


Akashi 


Kagoshima 


Total twenty-nine banks with deposits of Yen 866,760,000. 


Argentine Banking 


The net earnings of the Banco Popular, Buenos Aires, 
for 1926, amounted to $3,602,465, against $3,185,308 in 
1925. Ihe dividend is increased from g per cent. to 10 


per cent. 
written off. 


Bad and doubtful debts have been entirely 
[The Banco De Galicia, Buenos Aires, will 


undergo a reconstruction, owing to losses on account of 
bad debts and on foreign exchange transactions, totalling 
at over $8,000,000 The directors recommend the 
reduction of the capital by 40 per cent. 

The Argentine peso was firm lately, owing to excep- 
tionally heavy exports, as a result of which large amounts 
of sovereigns were imported from South Africa, mainly 
by the Banco de la Nacion. 
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Brazilian. Bank Reform 


The Brazilian Government, which at present holds 
the predominant majority of the shares of the Banco do 
Brazil, intends to sell part of its holding, and to retain 
only one-third of the share capital. The funds thus to be 
obtained will be employed for the acquisition of part of 
the share capital of the projected National Mortgage 
Bank. This institution will take over the mortgage loan 
department of the Banco do Brazil, so that the latter 
will be able to concentrate on commercial credits. The 
“Caixa de Estabilisacao”’ (Stabilization Office) has pub- 
lished its first return, showing gold deposits to the 
amount of 9,829,165 milreis. The greater part of this 
amount was contributed by the Municipality of Rio de 
Janeiro, which surrendered to the “Caixa”’ the proceeds 
of its recent dollar loan. 


New Central Bank of Ecuador 

In accordance with Professor Kemmerer’s report, a 
new central bank is being established in Ecuador, under 
the name of Banco Central del Ecuador. Its authorized 
capital is 10,000,000 sucres, composed of “A”’ shares and 
“B” shares. The former will be acquired by the banks, 
while the latter will be reserved for other subscribers ; 
should they get into the hands of banks they will lose their 
voting rights. Every commercial bank operatingin E cuador 
will have to subscribe “A” shares to an equivalent of 
15 per cent. of their capital and reserves employed in 
Ecuador. The new central bank has obtained the 
exclusive right of note-issue for fifty years. Its notes 
will be convertible into gold, but the bank will have the 
option to convert the notes into sterling or dollar, at the 


~ 


rate of {24.3325 sucres per {I or 5 sucres per $1, plus a 


premium equivalent to the cost of gold shipment to London 
or New York. The bank will hav e to maintain its gold 
and foreign exchange reserve at 50 per cent. at least. 


The retirement is announced of Mr. George A. Hunter, secretary of 
the National Bank of Scotland. Mr. F. B. 7 ne superintende nt 
of branches has succeeded Mr. Hunter, and Mr. M. McCleod has been 
appointed superintendent of branches. 

We regret to announce the death of Sir George Brookman, a 
former chairman of the Bank of Adelaide. 

We are asked to state that Banco de México is in no way connected 
with the Banco Nacional de México to which reference was made in 
our May issue. 
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The Bi-centenary of the Royal 
Bank of Scotland 


T is now two hundred years since the foundation of 
the Royal Bank of Scotland, and surely it has well 
served and influenced a long succession of generations. 

By encouraging industry and by securing property this 
famous bank has done much for the prosperity and 
improvement of Scotland, and it has also played a great 
part in forming the traditions of British banking. °Men 
bred in its service have migrated to the four corners of 
the world, and by faithful work in creating or serving 
a multitude of banks they have extended the fame of 
the Royal Bank of Scotland. 

To renew the memory of its birth, and also in their 
corporate character to do homage to the founders, the 
directors gave a dinner to the officials and staff in 
Edinburgh on June 3, and with traditional hospitality 
a large number of guests were splendidly entertained. 
Mr. Montagu Norman came from London to bear witness 
to the ancient alliance between the Bank of England and 
the Royal Bank, and among the guests were such friendly 
foes as the Treasurer of the Bank of Scotland and the 
general managers of the other Scottish banks. The 
Duke of Buccleuch (Governor of the Royal Bank) 
presided. 

Sir Otto Niemeyer, Controller of Finance, H.M. Treasury, pro- 
posing the toast of ““The Royal Bank of Scotland,” said he felt sure 
the Chancellor of the Exchequer would have him tell them how 
greatly he regretted being preoccupied in another place. He had been 
unable to accept their invitation, but since he (Sir Otto) had entered 
these rooms he had received the following telegram from Mr. Winston 


Churchill : 

“Please convey to the Royal Bank of Scotland my congratulations 
on its 200 years of success and my good wishes for the future.” 

The history of the Royal Bank of Scotland, continued Sir Otto, 
was, indeed, an epitome of the history of Scottish banking. As they 
had been told, conditions 200 years ago were incredibly different from 
what they were now. Scottish banking had made great advances 
since those days, and it was difficult to estimate what Scottish banking 
had done all over the world. If they looked around, particularly to 
India, Canada, China, and Australia, everywhere they would find 
many bankers of Scottish name and of Scottish descent ‘and, in mé any 
cases, trained within the tradition of Scottish banking, occupying a 
leading position in the banks of the world. He believed there were 
even some in London. In those great developments at home and 
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abroad the Royal Bank had played a worthy part. They might well 
feel proud of their past history and present position, and they might 
feel that their achievement justified them in confidently facing the 
problems of the future. 

The chairman, in replying to the toast, said since they approached 
Sir Otto with the request that he should do them this service it had 
been announced that he was leaving his high office in the Treasury 
to become a banker like the rest of them. They appreciated the 
compliment, but he, as a considerable taxpayer, regretted the change. 
They wishe d Sir Otto eve ry success in his new appointment, and felt 
sure his experience and ability would prove of great value to the 
country and its finance. A well-known authority on banking and 
currency, writing more than fifty years ago, said that : 


The banking system of Scotland was probably the greatest and 
most original work which the practical genius of the Scottish people 
had produced in the sphere of political and social economics, and in 
dealing with the same subject Lord Macaulay was responsible for the 
statement that ‘‘ her schools and banks had transformed Scotland.” 


It had sometimes been said that it was because the teaching of 
arithmetic in particular in the Scottish schools was extremely efficient 
that the Scotsman’s knowledge of figures was so largely responsible 
for what they so often heard of his “natural bent”’ towards banking ! 
Indeed, in the old copies of the ‘Shorter Catechism,’’ which were used 
in the schools, there was usually printed on the back cover the multi- 
plication table, showing how their practical race had always managed 
to make something of both worlds. In any case there was, he thought, 
no question that her system of banking had been one of Scotland's 
greatest assets. The Royal Bank of Scotland, whose bi-centenary 
they were celebrating that night, was a part of that system, and the 
200 years of its existence embraced practically the commercial 
history of the country. 

Mr. H. W. Haldane, in the absence of Mr. Robert Dundas, chairman 
of the directors, proposed the health of the “Officials and Staff,” and 
said that he was sure that no official of the bank, either present or past, 
would grudge him saying that Sir Alexander Wright, by his brains 
and character, had pli aced the bank on its 200th anniversary in a 
higher position than it ever held before. None of the eminent bankers 
whom they welcomed there that night would differ much from him 
if he described Sir Alexander as pre-eminent in the Scottish banking 
world today. His passion for the interests of the bank possessed and 
dominated every hour of his life. He did not think it was possible to 
say how much they owed to him. To all those who served the bank 
so well, they extended their heartfelt thanks for their efforts. 

Sir Alexander Wright, in responding, said that he was replying 
for everyone in the service down to the “youngest apprentice.’’ He 
suggested that some other official or senior agent, or one of their quite 
youthful agents, might be associated with him in this reply, but he 
was overruled. He had really no difficulty, however, because, as a 
matter of fact, he was once the youngest apprentice himself, and it 
was interesting to note that all the principal officials at the head office, 
at London and Glasgow offices, and, indeed, all those holding positions 
of importance in the bank—apart, of course, from their recent asso- 
ciates of Drummond’s branch—comnmenced at the lowest rung of the 
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ladder, receiving for their first year’s remuneration not the—should 
he say—relatively princely income of the modern apprentice, but 
what their English friends would, he was afraid, regard as the frugal 







figure of £10. 





The growth and development of a great concern like the Royal 
Bank was never at any time the work of any one man, or, indeed, of 
any ten men. It was the joint product of the w hole staff. It was, 
indeed, the result of what was called ‘‘ team work ”’ on a large scale 


and in an intense degree. 








Those at the top might have done something by their keenness 
and their hospitality to new ideas to inspire that work, but without 
the co-operation of all such success could not have been attained. He 
would like to take this opportunity of recording his indebtedness to 
the principal officials at the head office, to their managers and sub- 
managers in London, Glasgow, and Dundee; to all their agents, not 
only at the large offices, but at the small branches, who had often to 
carry on amidst a good deal of discouragement, and he desired to 
testify in a very gr: ateful way to the splendid loyalty with which he 
had been supported at all times. 

One of the earliest things which he learned as a law student was 
that the bank as an ancient corporation had a distinct legal persona. 
Well, as the years passed and one’s life became inextricably knit with 
the bank and its concerns one began to think that it was not only a 
legal persona but an actual personality, which became a dominating 
influence in everything one did. He was sure many of their older officers 
had experie ‘nced this feeling, and it was because so many had given 
of their very best and had identified themselves personally with the 
bank that it stood in such a proud position today. There was room 
in a service like theirs for young men of first-class ability, and the 
developments of more recent years had opened up avenues for 
promotion which did not exist before. In these days of individual 
problems their guests would be interested to know that well on for 
600 members of their staff were stockholders of the bank, and that, 
he thought, was all to the good. He would like also on behalf of the 
other principal officials and himself to express grateful thanks to the 
governor, the chairman of directors, and every member of the court 
for much kindness, consideration and help. It was a privilege and a 
daily pleasure to serve such a body of men. 

Field-Marshal Earl Haig (Director of the Royal Bank of Scotland), 
in proposing the toast of the guests, said it was a very great honour to 
have with them the Governor of the Bank of England and two other 
prominent members of the same historic institution. The Royal Bank 
of Scotland had had business relations during the whole period of its 
existence with the Bank of England, which was highly creditable to 
the Bank of England. Referring to Sir Otto Niemeyer, he said that, 
following the example of certain Civil Servants, he was about to give 
up the post of Controller of the Treasury, in which he had rendered 
ed service to his country, for an appointment which his lordship 
trusted he would find equally congenial and substantially more 
lucrative. They welcomed among their guests the general managers 
of the Scottish banks. To all the guests they extended a Scottish 
welcome, and felt that this unique occasion in the bank’s history 
was enriched by their presence. , 
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CORRESPONDENCE 


The French Purchases of Gold in London 


To the Editor of THE BANKER 


Sir,—The withdrawal of £3 million 
of gold at the end of May from the 
Bank of England by the Bank of 
France has given rise to widespread 
comment on both sides of the Channel, 
and it is undeniable that the opera- 
tions have produced a sharp reper- 
cussion on the London market. To 
the extent that the known facts 
permit any objective opinion, it is 
interesting to attempt to specify the 
cause of these purchases, and it will 
assist in analysing their actual effect 
and at the same time in anticipating 
some of the future consequences. 


The origin of these operations is 
to be found in the organization of 
the London market and in the finan- 
cial events of the past year in France. 

Since April 1925 the gold standard 
has again been in force in London, 
but on a basis very different from 
that prevailing before 1914, since gold 
does not circulate internally, and 
its role has been reduced to that of 
a regulator of the exchanges. This 
system has entailed some delicate 
management in the course of the 
difficult economic period through 
which Great Britain is passing, but 
it has nevertheless shown itself as 
satisfactory for the London market 
as for the European countries which 
have rallied to the gold standard. 
But it is designed to counterbalance 
seasonal commercial movements and 
is evidently unsuited to the regulation 
of large non-commercial movements 
of capital. Commercial transactions 
can be foreseen, if not exactly, at 
least along broad lines, and by their 
very nature they cannot vary rapidly 
in vast proportions ; to these slow 


movements, discernible by many 


indices, the gold standard adapts 
itself with certain risks, but reasonable 
risks. It is quite different in the case 
of outflows of capital made with a 
view to operations on the exchange 
market, which experience shows can 
in a relatively short time attain 
considerable dimensions. 

In addition, London, while acting 
as an international clearing house, 
has a large number of foreign de- 
positors, and this is probably one of 
the most important constituents of its 
power and its profits; but the evident 
result is that, 1f these foreigners wish 
to dispose of their sterling assets, this 
must influence more or less rapidly 
the position of sterling relative to 
other gold currencies or even to gold 
itself. 

Finally, it is well known that, 
although it is the most important 
foreign exchange market in Europe, 
London has participated very little on 
its own account in the fluctuations of 
the franc during the past few years. 

These three points: a monetary 
system of commercial character, im- 
portant foreign balances in sterling, 
and the general aloofness of English 
banks from exchange speculation, 
must be carefully noted if we wish to 
understand the events we are con- 
cerned with here. 

Since 1914, money in France has 
been inconvertible into gold, and 
since IgIQ, in spite of strict regulation 
of the exchange market, the fluctua- 
tions of the franc have been of an 
extent and a violence too well known 
to need recapitulation here. 

However, since August 1926 the 
Bank of France has been legally 
authorized to create francs without 
limit against purchases of foreign 
currency and gold, and this arrange- 
ment, imposed by events which in 
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normal circumstances would have 
produced only satisfactory effects, has 
proved a source of embarrassment 
in consequence of unforeseeable and 
equally inevitable facts. As the 
financial reorganization achieved in 
France since the establishment of the 
present Government has been able to 
proceed uninterruptedly, the French, 
as well as other people, at first 
sceptical as to the value of the results 
obtained, have become gradually con- 
vinced that these results were im- 
portant and lasting. The sentiment 
thus created has been reflected in the 
international movement of capital; 
French holders. of abroad, 
principally sterling, have sold them 
to buy francs, and non-French holders 
of large sterling balances have realized 
them for the same object; for both 
parties the complementary transaction 
was made by the Bank of France, 
which for the purpose created all the 
necessary francs. The transactions 
were posted chiefly to the “ Divers ” 
assets account, and can easily be 
followed in the figures given below, 
which broadly indicate the franc 
equivalent of the foreign currency 
bought by the Bank of France. 

“ Divers ” account in the 
balance sheet of the Bank of France : 
ooo francs 
4,387,726 
5,930,559 

,192,207 


assets 


assets 


Dec. 2, 1926 
Jan. 6, 1927 
Feb. 3, 1927 2,2 

Mar. 3, 1927 ‘ui 9,307,538 
April 7, 1927 ans .. 12,067,181 
May 5, 1927 14,300,933 
June 2, 1927 19,793,573 
June 23, 1927 wi .. 22,014,806 
It is quite evident that such an influx 
of foreign money with its counterpart 
creation of francs was bound to have 
serious effects in France, but before 
describing these it is necessary to 
point out that this influx came from 
London; it was, above all, sterling 
which the Bank of France had to 
absorb each day in increasing quan- 
tity, and although the greater part 
did not come from the English banks 
on their own account, it had as 


its origin the international clearing 
character of the London market. 
If, then, a reaction had to be brought 
about by the Bank of France, it 
could not fail vitally to affect the 
British market. 

* * * 


Let us now see what were the con- 
sequences in France of the process 
outlined above. The creation of a 
large quantity of francs in excess 
of commercial requirements — has 
gradually caused the bank to lose 
control of the French money market, 
and, although it lowered its official 
rate from 6} to 53 per cent. on Feb. 3, 
and from 5} to 5 per cent. on April 14, 
open market rates have stood at 2 
and even 3 per cent. below bank 
rate, thus almost depriving the Bank 
of France of its influence upon private 
discount business. In addition, this 
creation of francs on a large scale 
constituted an inflation which might 
assume dangerous proportions. In 
fact, the public at home and abroad 
ignored this development because, 
instead of the well-recognized inflation 
resulting from issues of State notes, 
this was an inflation (i.e. an increase 
of monetary tokens) based upon 
purchases of gold foreign currencies; 
and, further, the slackening of business 
activity in France enabled the note 
circulation to be kept practically 
stable since the beginning of the year. 
Nevertheless, there was latent  in- 
flation with, in case of a revival of 
business, all the danger that inflation 
involves for the level of prices. 

Finally, as a third and perhaps the 
most important consequence, the con- 
stant demand for francs from abroad 
created in France a strong movement 
of opinion favourable to a rise of the 
franc. Since the whole world, it was 
said, considers that the franc ought 
to rise, why do the French authorities 
alone prevent it from rising ? 

Thus the Bank of France, the 
guardian of the new value of the 
franc, fixed for the moment at 124 
to the £, was confronted with an 
increasingly dangerous movement 
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coming principally from London, and 
realized the imperious necessity of 
checking the movement of capital 
from London to Paris. If the gold 
standard had been re-established 
France, it is evident that the franc 
would have gone to a premium on 
sterling, gold would have moved from 
London to Paris, and automatically 
London would have raised its discount 
rate in defence. The French stabiliza- 
tion with a return to the gold standard 
not having been realized—we shall 
see the reason later—only the Bank 
of France could act, and since the 
foreign money offered to it was mainly 
sterling, it had only one line of 
defence: in one form or another to 
sell sterling. In the first fortnight of 
May it sold a certain amount of 
sterling against dollars, and the result 
was a marked fall in the £ to $4°85}, 
which immediately elicited protests 
from the English market. Changing 
its tactics, the Bank of France on the 
19th, 21st, and 28th of May withdrew 
{3,000,000 of gold from the Bank of 
England, which soon provoked even 
stronger feeling. 
* * a 

Returning to London to see how 
events passed there two periods have 
to be considered : 

(A) From January 1 to April 30. 
The movement of capital from London 
to Paris, or rather the offers of sterling 
against francs, became more and 
more important and really constituted 
a flight from London of all holders 
of sterling seeking francs; these 
capitalists, whose holding in any form 
of money—sterling, dollars, or francs 
—represents their real assets, viz. 
merchandise, property or credits, were 
no longer interested in English money 
but in French money; and since all 
offers of sterling were immediately 
absorbed by the Bank of France, the 
movement was not felt in London, 
where, as we have said, the banks 
themselves have never speculated on 
the franc. Thus the monetary ease 
persisted, as was only natural, during 
the first months of the year, and this 
ease induced the Bank of England to 


reduce its rate on April 21 from 5 to 
44 per cent. It now appears that the 
retention of a 5 per cent. rate would 
have corresponded better to the 
facts of the situation, since in effect 
an important amount of sterling did 
not represent real assets, but inflation 
created by the Bank of France. In 
other terms, to remain sound the 
volume of English money should 
have contracted, there should have 
been deflation in London, i.e. dearer 
= 4 ss money. 

After May 1.—In this illusory 
Pn what has been the effect of 
the measures taken by the Bank of 
France ? In the first place, they were 
taken at an unfavourable time. Since 
the beginning of May, London, per- 
suaded that the usual course of events, 
i.e. cheap money in the spring, was 
going to be realized, expected a 
reduction in the bank rate to 4 per 
cent. It was, therefore, all the more 
surprised by the action of the Bank 
of France and the fact that for a whole 
week the explanation of the sales of 
sterling against dollars and the with- 
drawals of gold was not known. The 
uncertainty produced great nervous- 
ness on the open market, where the 
three months’ rate for bank bills 
passes ‘d from 34} per cent. on May 20 
to 42 per cent. on May 28; at the 
same time, Treasury Bills placed 
£3 12s. on May 13 jumped to £3 17s. 
on the 20th, £4 6s. on the 27th, and 
£4 7s. on June 3; a clear indication of 
the disturbance in financial circles 
and a possible danger in the future 
to the conversion operations of the 
Treasury. 

These events, widely discussed 
the Press, gave rise to numerous 
criticisms, which can be summed up 
under two headings :— 

(a) If the speculative movement for 
a rise in the franc has increased to an 
extent embarrassing for the Bank of 
France, this is solely because legal 
stabilization has not been effected. 
People think that the franc must 
rise, hence the influx of demand. The 
movement would stop of its own 
accord if stabilization took place. 
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This opinion, which seems reasonable 
at first sight, contains one important 
miscalculation. It is not only a rise 
in the franc for which the purchasers 
hope, it is also a rise in French se- 
curities of all kinds whose real and 
possible value was far from being 
represented on the Bourse, and this 
view was shared by eminent English 
houses who passed it on to their 
clients. Moreover, legal stabilization 
at a new parity of the franc is not 
only a financial measure for which 
France incontestably possesses suffi- 
cient bullion and the necessary means 
already—it is also an economic 
measure to which one must be sure 
that commerce and industry will be 
able definitely to adapt itself. And 
who would affirm today, after a few 
months of calm on the exchange 
market, that French economic con- 
ditions would in practice be better 
adapted to a higher or lower level of 
the franc? Experience appears to 
continue in favour of the present rate, 
but it is only wisdom to avoid pre- 
cipitate action. Finally, stabilization 
is also a political measure of high 
importance : it will affect the essential 
interests of certain classes, so for this 
reason alone it is expedient to choose 
a favourable moment for realization. 
The political and social aspect of this 
question cannot be examined here, 
but can easily be understood. 

In short, financial phenomena, 
accelerated by a large speculative 
movement, have proceeded in advance 
of the other conditions ne cessary to 
stabilization. 

(b) The second criticism put for- 
ward has been the following : The 
Bank of France takes advantage of 
the gold standard without assuming 
the responsibilities of it. It has 
bought gold but does not sell it, thus 
unsettling the markets where the 
metal is bought and sold freely. This 
comment is just, but only in the sense 
that it implies a situation of ab- 
normality in Paris and in London 
for which the authorities in neither 
place can be held responsible. In 
effect for several months the monetary 


and banking system of England on the 
one side and the economic entity of 
France on the other side, as a result 
of unforeseen and inevitable events, 
have been following opposing courses 
which were bound to lead to a clash. 


* * * 


however, at the first 
signs of the clash the responsible 
authorities in both markets  im- 
mediately examined the situation in 
a fair and friendly spirit, and, after 
analysing the component factors, drew 
up the basis of an agreement which 
should, in the fullest possible measure, 
neutralize the consequences of a 
difficult situation. 

In summarizing the facts outlined 
above, one can say that a new phase 
has commenced in the monetary 
evolution of Europe by reason of 
France’s financial recovery. Up to 
the last months of 1926, France was 
practically outside the great move- 
ment which has re-established the gold 
standard in Great Britain and grouped 
around it all those European nations 
which have adopted a similar system. 
Without having legally entered the 
“gold standard confederation,” France 
from now onwards is in a position 
which affects its members, and as 
long as the present situation continues 
no important monetary decision can 
be taken without a common agree- 
ment between London and Paris. 
In spite of the difficulties, temporary 
it is to be hoped, which have marked 
this renewal of relations, it is an 
important event because it shows 
clearly that the monetary question 
is no longer national but inter- 
national. The conversations last 
month between London and Paris, as 
well as the more important conver- 
sations now taking place in New 
York, show that the central banks 
are aware of their mission and are 
determined that the inevitable mone- 
tary difficulties of our time will be 
alleviated as much as possible. 

I am, Sir, 
Yours faithfully, 
M. 


Fortunately, 
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Equipment for Banks 


relative term. This has been demonstrated repeatedly by 

the destruction of the contents of so-called fireproof buildings. 
Modern buildings are built of fireproof materials, but their weakness 
lies in the fact that the principle of eliminating wood has been carried 
out only so far as the shell of the building is concerned. No one 
would think of erecting a modern building entirely of wood, and in 
a few years it will appear just as absurd to use wooden doors, wooden 
screens and wooden furniture in equipping a building which would 
otherwise be really fireproof. When steel ships were first introduced, 
the older constructors ridiculed the idea of building ships of steel, 
but today few are built of any other material. In a few years it will 
seem just as absurd to use wood for doors, partitions and the general 
equipment of a building where important papers and records are in 
daily use. 

Apart from actual damage to property, valuable records, which 
cannot be replaced, are often destroyed by fire. Interruption of 
business, the acquisition of temporary premises, and consequent 
general loss of profits, are also important items in the fire budget. 
The premium charged by insurance offices for a policy against loss of 
profit in case of fire indicates that they consider this risk a serious 
one ; but fire prevention is better than fire insurance. It is now possible 
to obtain light, hollow construction, steel doors, panelled according to 
any design and beautifully finished in stoved enamels of any colour 
desired, which, when fitted in fireproof walls, divide the building into 
fireproof units. 

Many fires originate from a very small spark, and when confined 
to one room can easily be extinguished, but if allowed to spread the 
flames will soon be beyond control. If the principle of eliminating 
wood were carried out to its fullest extent it should be possible, in 
case of fire, to close the door of a room and let the fire burn itself out, 

Many banks are already using desks and counters made of steel, 
enriched with bronze. Not only do they present a beautiful and rich 
appearance, and give protection against destruction by fire of current 
papers stored in the drawers and pedestals, but they suggest to the 
public an idea of security and strength. Every bank wishes to give 
existing or prospective customers the impression that every possible 
step is taken to safeguard their interests. 

Many banks are now installing steel drawers for pass-books, under- 
neath the counters or in the pedestals of pass-book desks. These 
drawers are built with a double head, forming a dead air-space, and in 
recent fires have protected contents when all the wooden desks, furni- 
ture and fittings surrounding them have been destroyed. Instead of 
placing the pass-books in open trays it is becoming the custom to 
store them in steel drawers which can easily be removed for writing 
up. When stored in this way they are protected against dust and 
can quickly be produced to a waiting customer. Other books can be 
Jeft with perfect safety in the pedestals of the desk where they are in 
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daily use, so the labour of transporting them to and from the strong 
rooms is saved, also the time of an employee who may be kept waiting 
to begin work. 

Banks are generally located in districts where property is of great 

value, so it is important that they should utilize their space to the best 

advantage. The use of steel instead of wood for shelving and other 
fittings increases the capacity of a given space from fifteen to twenty 
per cent., and in some cases where wood fittings have been replaced 
by steel fittings an actual increase in capacity of over fifty per cent. 
has resulted. Steel fittings and partitions are sectionized in such a 
manner that they can be easily taken down and removed to new 
positions. 

Another important matter in the equipping of modern banks is the 
strong room. The advent of the oxyacetylene blowpipe, and _ its 
latest attachment known as the fluxing rod, is receiving the serious 
consideration of all bankers. The contest between the expert burglar 
and the builder of strong rooms is similar to the contest which 
has waged for years between the makers of armour plate and the 
manufacturer of projectiles. 

In the production of a steel capable of resisting the blowpipe, 
electricity has been called in to develop the highest temperatures ever 
known in industry. A steel has been produced which has resisted the 
blowpipe with the fluxing rod until the attackers were compelled to 
abandon the attempt to pierce it. This steel is so hard that it must 
be formed in its molten state to the required size and thickness suitable 
for a strong-room door, as it is quite impossible to machine it or to 
drill it. 

The old days when the individual placed his wealth in a stocking 
and hid it in some obscure corner are gone. 

As a result of prolor ged experiment a wall reinforcement has now 
been perfected which is practically impregnable to all known methods 
of attack. 

The principle of the spiral twisted steel bar design is employed, 
but added strength is given by a new method of “ tangling ’’ the bars. 

Fangs radiate from acentral spiral rod at all angles, so that when 
the concrete becomes set over them the bond is peculiarly effective. 
In Tangbar construction, as this method is called, the fangs radiate 
throughout the whole wall so effectively that every part is supported 
by some section of the spiral rod or its fangs. 


Honours List 


The following appointments appeared in the official list of honours 
conferred by the King on the occasion of his 62nd birthday : 
G.B.E. (Civil Division). 
Sir Otto Niemeyer, K.C.B., Controller of Finance at H.M. Treasury. 
The Right Hon. Edward Hilton Young, D.S.O., D.S.C., M.P., lately 
Chairman of the Royal Commission on Indian Currency. 
Sir Henry Strakosch, K.B.E., Director of the Anglo-International 
Bank Limited, and a member of the Finance Committee of 
the League of Nations, 
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ARCHITECTURAL MARBLEWORK 
OF THE HIGHEST CLASS 


RECENT CONTRACTS. 
Ecclesiastical Work. 
St. Mary Magdalene, 
Paddington 


St. Mary’s Church, 
Nottingham 


St. John’s Church, 


Middlesbrough. 


All Saints’: Church, 


Middlesbrough. 


All Saints Church, Wrexham 
Bowdon Church, Cheshire. 
Goring Parish Church. 
Bramcote Church, 


Nottingham. 


H. 








Telephone: EALING 1234. 
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destroyed or stolen. 


Safes and Strong-rooms. 


131 years without a failure! 
in the history of saf2-making—demonstrates more 
forcibly than any words, the remarkable degree of 
security achieved and maintained by John Tann 


Safes s Strong Rooms 


Catalogue, Estimates, & Expert Advice, gratis. 


JOHN TANN, LTD., 117 Newgate St., London, E.C.  Makersin 
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131 years without a failure! 


In spite of the many occasions upon which they have 
been put to the test, no ‘John Tann’ fire and burglar- 
resisting safe or strong-room has ever had its contents 


Such a record—unique 





Est. 1795. 
40 vears 
before any 
other Safe 





Telephone : Central 9772. Telegrams: “‘SAFEJOTAN, LONDON.” the world. 


MIDLAND BANK, 
PALL MALL. 
MarbleStaircase. Paving 
and Chimney Pieces 
to Flats carried out by 


C. TANNER, 


18 CAMPBELL ROAD, HANWELL, W.7. 


Telegrams : ““ TANNER EALING 1234.” 


RECENT CONTRACTS. 
Country Houses. 
Fluke Hall, Pilling. 
House, Eastbourne Road, 
Seaford. 
Sandiway House, Northwich. 
Greatford Hall, near Stamford. 
Colleges. 
School of Pathclogy, Oxford. 
Caius College, Cambridge. 
Cheltenham Ladies’ College. 
Ripon Training College. 


Over 300 Banks, and many 
other Public Buildings. 
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British Insurance Overseas 
World-Wide Activities 


chairmen of the great British insurance companies 

cannot fail to be impressed with the diversity of 
the operations outlined. The annual reports give little 
idea of the widespread character of the work, for it would 
require the exercise of imagination to picture the premium 
incomes of the offices being built up by contributions from 
all parts of the world, and of the total sums represented by 
claims being similarly spread throughout many countries. 
Even at the annual meetings the chairmen of some offices 
throw little light on the detailed working of the business. 
They are content to refer to figures in the aggregate—of 
premium incomes, claims, working expenses, and, if 
the companies have been fortunate, the margin of profit 
earned after provision has been made for unexpired 
risks. 

The mere fact that many accounts are not published 
until well into the fourth or fifth months of the year is an 
indication that the business is not confined to one or two 
countries. The new year has scarcely opened before life- 
assurance institutions issue their preliminary figures for 
the old year. They state the number of new policies 
issued and the sums which these assure, and, in some 
instances, the amount of the claims paid. The two sets 
of figures are vital, because, when compared, they show 
how the offices have progressed during the twelve months. 
The prompt publication of the figures is practicable since 
the life-assurance business of the companies is mostly 
confined to Great Britain, and the delay in the issue of the 
accounts of the offices doing a general business is mainly 
due to the necessity of waiting for the receipt of figures 
from abroad. 

Whether or not the British offices generally should 
transact a world-wide life-assurance business is an open 
question. At present, very few British enterprises 
undertake life assurance on a large scale abroad, in spite 
of the fact that none will dispute the claim of these 
islands to be the home of insurance. The parent of all 


A ain who studies the speeches of some of the 











All 


and the 


duties 






( 87 ) 


Royal Exchanr¢ 
Assurance jan 


Incorporated A.D. 1720. 
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classes of Insurance transacted 


of Executor and 


Trustee undertaken. 





Branches and Agencies 


throughout 


the 


World. 


HEAD OFFICE: ROYAL EXCHANGE, LONDON, E.C.3 





National Provident 
Institution 


48 GRACECHURCH STREET, 
LONDON, E.C.3 


N_ advertisement of a Life 
Assurance Office in a Maga- 
zine primarily devoted to 


the interests of Bankers emphasizes 
the close connection between the 
two undertakings in regard to the 
safe investment and care of savings. 


The “ NATIONAL PROVIDENT” is a 
Mutual Office conducted solely for 
the benefit of its policyholders, to 
whomall the profits belong. Itissues 
every legitimate kind of Life Policy, 
and quotations will be sent at once 
on application to the above address. 








Why can the “Pearl” offer 
you a Better Investment ? 


THREE REASONS : 
Its management is strikingly efficient 
and economical. 


EXPENSES, 1926, 10'20% 


Skill in the control of its investments 
gives high interest with perfect security. 


NET INTEREST YIELD, 1926, 
£4:12:2 


The Reserves are ample and Profits are 
divided ANNUALLY. £2: 2 :0PER 
CENT. BONUS was declared for the 
year 1926. 


PEARL ASSURANCE COMPANY, 


LIMITED, 
HIGH HOLBORN, W.C.1 


Assets exceed £44,000,000 


PULMONIC 


UIUC 


TUNA UAL 
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life assurance, as it is transacted in the world today, 
resides in London. Yet it has been left to institutions 
with headquarters outside London to go far afield and 
confer the inestimable benefits of life assurance on other 
nations. 

The reasons which account for the conservative policy 
of the British life offices deserve separate examination. 
Questions of climate, different conditions of life, varying 
currencies, and deposits of securities all come into 
the matter. Those British offices which transact life 
assurance abroad stand very high in the estimation of 
the peoples among whom they work. In some respects 
life assurance is a more serious business to transact than 
other forms of insurance, since it is a permanent, instead 
of an annual, or comparatively short term, contract. 
Mistakes in other forms of insurance may be retrieved. 
The terms on which they are written, if proved unsatis- 
factory, may be amended, or, in bad cases, the business 
may not be renewed. There is no altering the conditions 
on which life assurance has been accepted. Directors 
are accustomed, therefore, to watch the transaction of 
life business very keenly, and they could not hope to 
supervise business conducted abroad in the same way 
that they keep in close touch with the life assurance 
transacted in this country. These are doubtless among 
the considerations which have influenced the extremely 
cautious character of the conduct of British life assurance 
abroad. Certain British offices with headquarters over- 
seas have expanded vastly, and are evidently able to 


BANKERS’ ENGINEERING 


We specialize in Strong Room 
construction. May we quote ? 
Prompt attention to inquiries. 


MILNERS’ 


SAFE CO., LTD. 
12-13 Newgate St., London, E.C.1 


C.F.H. 
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employ in the Dominions, at very satisfactory rates of 
interest, contributions, by way of premiums, of vast 
numbers of individuals scattered throughout the world. 

A larger policy has been observed by British com- 
panies in the case of many other forms of insurance. 
None of these is of a more international character than 
marine insurance. By its nature, it is concerned with 
the movement of iis and of merchandise and primary 
products between all the nations. Among the essential 
qualifications of a marine underwriter must be a wide 
knowledge of geography. This information he is always 
acquiring, and the character of everyday business 
ensures that it shall never rust. The diversity of the risks 
makes marine underwriting an exceptional enterprise. 
Circumstances are constantly changing, and there is 
immense opportunity for the expression of individual 
views. Some think that in a market which, owing to 
factors which are fairly well known, is really too large, 
there is even too much opportunity for the play “of 
individual ideas, and sometimes it seems as if the attrac- 
tiveness of marine underwriting were its undoing, from 
the point of view of profit. It draws men to it who would 
not concern themselves with less interesting forms of 
business which, to some extent at any rate, can be 
stereotyped. 

While marine underwriting, more than any other form 
of insurance, is continually giving rise to new questions, 
and making calls on indiv idual knowledge and judgment, 
underwriters of fire and other risks have also constantly 
to face fresh issues. The risk of fire is only one of those 
which have to be taken into account, for the tendency 
of commercial men is now, to a steadily increasing degree, 
to look to insurance to provide financial protection against 
all sorts of contingencies. The movement is one _— 
underwriters can hardly fail to encourage, although, 1 
marine insurance, the cover has now become so wide that 
many would seek to restrict it on the ground that some 
of the risks, such as short delivery, do not well lend them- 
selves to treatment by insurance. A few months ago, in 
the course of a highly interesting paper on ‘Some Every- 
day Problems of Fire Insurance,” read by Mr. A. S. 
Rogers before the Insurance Institute of London, it was 
suggested that to speak nowadays of a “fire”? policy on 
household goods in this country would be really a 
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misnomer. Householders in Great Britain may have their 
furniture covered not only against fire risks, from any 
cause, with the single exception of foreign enemy, but 
they can also be protected against damage by causes 
other than fire, and due to such widely differing perils 
as explosion, storm, tempest and flood, riot, earthquake, 
and even aircraft. 

Abroad, different conditions have to be taken into 
account. Only last year there was an example of an 
exceptional risk in the damage caused in the State 
of Florida by a hurricane of unprecedented violence. 
The damage to property was estimated at more than 
£11,000,000, and was largely covered by American, 
British, and foreign insurance companies. The net loss 
through this disaster of one leading British office alone was 
stated recently to have been {110,000. It has been made 
clear that the British insurance companies did not seek 
tornado insurance for itself, but accepted it to protect 
their clients. The commitments which individual com- 
panies should assume in respect of risks which may not 
often occur, but, when they do happen, may involve 
them in very severe loss, must always be problems 
requiring most careful consideration on the part of the 
managements. 

The recent serious floods attributed to the overflowing 
of the Mississippi River are another illustration. Gener- 
ally the losses caused to British insurance companies 
through this catastrophe have been unimportant. Yet 
it is known that insurances have for years been effected 
covering cotton against the risks of loss or damage by 
fire and flood. For many years no claims have been made 
for damage by flood, but in one or two cases this year the 
losses are known to have been heavy. The writing of 
exceptional risks of this kind demands exceptional know- 
ledge and judgment. The liabilities assumed may be 
vast ; yet if business men desire insurance the companies 
need extremely good reason for declining to meet the 
demand. 

Some of the greatest losses which have ever fallen on 
insurance companies have been caused by earthquake. 
By far the most expensive of these was the great disaster 
at San Francisco in April 1906, as the result of which 
the British companies paid gross sums of more than 
£17,000,000 and net payments of about £10,500,000. 
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This event was soon followed by earthquakes at Val- 
paraiso, Chile, in August 1906, and at Kingston, Jamaica, 
in January 1907. The risk of earthquake is now speci- 
fically ruled out from fire insurance policies, but in order 
to meet the definite demand for insurance against this 
risk, the companies specially accept it in return for 
appropriate rates of premium. 

The chairman of one of the great British companies 
who wishes to give the proprietors a real idea of the 
activities of the company needs to cover a very wide 
field. He may want to refer to North America, and in- 
surance in the United States is a business of itself, owing 
to the numerous types of insurance, different climatic 
conditions, and varying State laws. It is a country, of 
course, where every thing is big and where claims may be 
exceptionally heavy, and the margin of profit which can 
at best be earned there is extremely moderate. The 
demand for the various forms of insurance included in 
the term ‘‘ casualty business’ has been steadily growing, 
but in recent years the margin of profit to the offices has, 
as a rule, been infinitesimal, and in s»me important cases 
losses have resulted. 

Conditions in the Far East are important to British 
companies, for, as elsewhere, their credit in the East 
stands very high. In commenting on the conditions, the 
chairman of a great office lately pointed out that the 
Chinese, with all their inscrutableness, have always been 
credited properly with common sense, and it was to be 
hoped that before long the great business populace 
would be able to assert itself over the dangcrous elements. 
Otherwise the Chinese might realize too late that the 
pulling down of their pillars—the pillars of British enter- 
prise and probity—must involve them in commercial 
disaster. 

In Australia the demand for insurance is considerable. 
The underwriting results last year for the insurance prt 
panies were generally not favourable, owing, partly, 

a prolonged spell of heat which caused serious aes. 
and was in turn followed by disastrous bush fires. In all, 
approximately 9,000 square miles of land were laid waste, 
and the great destruction could not fail to affect the 
insurance companies. Weather conditions concern them 
very closely. That there is thus a large element in under- 
writing results which cannot be controlled by insurance 





The Midland Bank have ordered RONEO Art 
Metal Desks, Partitions, and other fittings for 
their New Head Office. The building itself is fireproof, and 
there will not be sufficiert wocd used internally to cavs2 a fire that would 
destroy current papers, customers’ pass books or other valuable documents. 


NOTHING TO BURN MEANS PROTECTION AGAINST FIRE. 


ANGLO-SOUTH AMERICAN BANK, VALPARAISO. 
Complete equipment in steel, consisting of Counters, Desks, Adjustable Steel Shelving, Filing 
Cabinets, also Doors and Partitions. 
OTHER BANKS RECENTLY EQUIPPED. 


Hambros Bank, London. Morgan Grenfell Bank, London. 
Union Bank of Scotland, Glasgow. Hong Kong & Shanghai Bank, Shanghai. 


Steel Bank Equipments, Library Shelving, Desks and Vertical Letter Files. 

Rolling Shutters and Doors toL.C.C. Specification. MADE BY ALL BRITISH 

COMPANY, ALL BRITISH LABOUR, AND ALL BRITISH MATERIAL at 

Roneo Works, Hornchurch Road, Essex. All work finished in elastic 
stoved enamel of any desired colour. 


RONEO LIMITED, 


Art Metal Equipment Department, 
5-11 HOLBORN, E.C.1, ENGLAND. 


Works: ROMFORD, ESSEX, ENGLAND. 
N.B.—The Art Metal Equipment Co., Ltd., has been amalgamated with Roneo Ltd. 
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managers cannot be denied. Results over a series of 
years in one particular description of risk might be satis- 
factory, and then disaster might suddenly take place 
which would sweep away all the profits. To guard, as far 
as possible, against any extraordinary disturbance, under- 
writers need to limit their liabilities in particular areas. 
This needs strength of mind when everything seems to be 
going well and there appears to be a fair prospect of profit. 
Yet when the loss does occur the underwriter who has 
exercised restraint can congratulate himself that he has 
not involved his company in the losses that may have 
overtaken others. 

In any case, however much care is exercised, the values 
are so great that if the companies are to fulfil the needs for 
insurance they must possess large reserves. The reserves 
have been gradually built up by the policy of putting 
aside a large proportion of the earnings to be invested, and 
of looking to the interest on these funds, mainly, for the 
payment of dividends. This is the long-sighted policy 
which really pays the proprietors well, although there 
may be disappointment occasionally when dividends are 
not increased. It is certain that conservative finance 
has saved the companies when their underwriting experi- 
ence, as at times it has been, was most unfavourable. 
Only a very few of the offices which have been formed in 
recent years have met with any measure of success, and 
the companies which have already secured a good position 
have been those which at first put out of mind the idea 
of paying dividends and then, when they began to do so, 
rigidly restricted them. Their correct policy has inspired 
confidence, their financial status is being steadily solidified, 
and in due course the shareholders should reap the benefit. 
These offices will confer credit on the name of British 
insurance, which stands so high throughout the world. 
There is no short cut to success in insurance; and the 
ignominious end of many of the formations of recent years 
has involved in loss those who were induced to subscribe 
the capital, has demonstrated to the insuring public the 
danger of seeking insurance protection with companies 
which have really no means of providing it, and has 
thrown into relief the soundness of the great British 
insurance institutions that render services to commerce 
of the most valuable kind and are among the most 
successful of all British financial institutions. 
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Company Meeting 


INTERNATIONAL PULP AND CHEMICAL COMPANY 


OFFER OF 





MR. 


N informal meeting of the preference 
A shareholders of the International Pulp 

and Chemical Company, Limited, was 
held on June 28 at Winchester House, Old 
Broad Street, E.C. 

Mr. William Harrison, LL.D. (the chair- 
man), presided. 

The Chairman said: Ladies and gentle- 
men, this is an informal meeting held for 
the purpose of enabling your directors to 
meet you and explain the offer which is being 
made to you by the Inveresk Paper Company, 
Limited, for the acquisition of your share- 
holdings. The notice, I am afraid, was rather 
short, but in the circumstances that was 
unavoidable. No formal resolution will be 
proposed at the conclusion of the meeting, 
but if there are any questions which share- 
holders desire to put to me, and which I am 
in a position to reply to, I shall be glad to 
do what I can. 

In point of fact, I think the circular letter 
dated June 24 gives all the essential informa- 
tion which a shareholder may require in order 
to enable him to make up his mind. Asa very 
large number of the preference shareholders 
of the International Pulp and Chemical Com- 
pany, Limited, are already shareholders of the 
Inveresk Company, it is probable that the 
general position of that undertaking is already 
well known to you. For the benefit of those 
who are not already interested in Inveresk or 
familiar with its affairs, it may be well if I 
restate very briefly how matters stand today 
with that company. 

HIGH QUALITY OF PRODUCTS 

Formed originally as a paper-making con- 
cern simply, it had throughout many years a 
successful and prosperous career, building up 
a reputation for its products and establishing 
for its fine coated papers a reputation second 
to none in the trade. When I acquired con- 
trol in 1922 the paper trade generally was in 
process of recovering from the great slump 
which followed the violent fall in all com- 
modity prices in the period of economic 
adjustment after the war. It appeared to me 
then, and as time goes on my opinion is 
strengthened, that success in industrial enter- 
prise today, if it is to be lasting, must be built 
upon broad lines of consolidation and inde- 
pendence in the obtaining of raw supplies. So 
we set out, the colleagues who are associated 
with me in this enterprise and myself, to 
build up an organization which would be 
self-contained and independent from start to 





TERMS TO PREFERENCE SHAREHOLDERS 


WILLIAM HARRISON’S STATEMENT 


INVERESK COMPANY 





finish of our operations. I do not propose to 
go over all the ground today (indeed, the 
whole story is told in the papers which have 
been sent you), but I will content myself 
with saying that today the Inveresk Paper 
Company, Limited, is no longer simply a 
paper-making company, but in a sense a 
great industrial trust company, owning and 
operating many businesses ancillary to paper- 
making. The staple raw materials of our 
trade are esparto grass and wood-pulp. We 
hold vast concessions of esparto grass lands 
in Northern Africa, while in Germany, through 
the Koholyt interests, we have what I am 
firmly convinced are the finest pulp mills in 
the world. We have chemical works capable 
of producing all the liquid chlorine we require 
for bleaching purposes, and incidentally we 
are very large users indeed of bleaching 
materials. At the other end of our enterprise, 
through our holdings in the great group of 
illustrated newspapers which we purchased 
last year, and through other channels, we 
have a steady market and output for some 
of our products. If I am insistent on the 
thoroughness of our organization, it is because 
I want to impress you with the fact that, in 
my opinion, it is its very completeness which 
is the keynote of our success. 


HISTORY OF THE ENTERPRISE 


Sometimes I am met with the remark, 
‘“* Paper-making must be a very lucrative 
business if you are able to pay such big 
dividends.’’ Customers for our papers have 
even reproached us and said that surely, if we 
are making so much money, we can sell our 
products cheaper. Well, ladies and gentle- 
men, my reply to that is that I do not believe 
any group of paper mills can make a big 
percentage of profit out of paper-making 
alone. Certainly our mills cannot at the 
keenly competitive prices which we quote 
for all our papers. When we purchased the 
Koholyt properties, after a very full and 
careful examination of the works and the 
whole organization in the completest detail, 
we did so, not because we were attracted by 
their great profit-earning potentialities alone, 
but primarily because we realized that they 
would form an integral part of our great 
conception of a self-contained unit in the 
paper industry. At that time we had no 
intention of going outside our own group to 
find the money required for fhe purchase, 
but, as our expansion was rapid, we ultimately 
decided to do so, and in the result the 
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International Pulp and Chemical Company 
with the history of which you are 
all familiar. Ladies and gentlemen, I have 
during the past few days carefully re-read 
the prospectus which we issued in connection 
with this company at that time, and I think 
that the only comment I have to make is that 
it is a model of restrained language. As you 
are aware, the Inveresk Company resold the 
Koholyt interests at exactly the price which 
it paid for them, making no intermediate 
profit and relying solely on its deferred 
interest for its ultimate benefit out of the 
transaction. 


was formed, 


REPURCHASE KOHOLYT 
INTERESTS 

Now I dare say many of you will have 
asked yourselves why, if we bought the 
Koholyt interests, and more particularly the 
pulp milis, primarily as a source of supply of 
our raw material, we should have _ been 
attracted by offers to repurchase those 
interests from us. Well, I think any reason- 
able body of business men will agree that in 
business everything has i its price, and in this 
particular case we had a number of factors 
to consider. 


While I 


OFFERS TO 


have a profound belief ‘in the 
stability of Germany and in the future of 
that great country, it is a simple fact that 
a business which is situated in Konigsberg 
is not quite the same thing as a_ business 
situated—shall I say ?—on the shores of the 
birth of Forth. It is not quite the same 
thing, for the reason that German industry 
in general today, in spite of the fact that the 
whole nation is working with magnificent 
energy to rehabilitate the country’s former 
prosperity, is subject to financial influences 
of a quite extraordinary character. As a 
direct result of the inflationary period, 
Germany is today very short of working 
capital, and is largely dependent on borrow- 
ings from other countries. The situation is 
further complicated by the operations of the 
Dawes Plan, which for a number of years to 
come will be a great burden on the nation, 
and I think, therefore, we must expect 
recurrence of troublous financial times, of 
which the recent great slump was a symptom. 
For my own part, having studied the situation 
at first hand, in the course of many visits, 
I am firmly convinced that ultimately Ger- 
many will win through, and become once 
again the great industrial nation she was 
before the war. We must never lose sight 
of the fact that in those days Germany was 
not only our biggest supplier, but also the 
biggest customer of our goods. The greatest 
need of England at the present time is an 
industrial revival, and this is largely depen- 
dent on the rehabilitation of our export 
trade in coal, which in turn is bound up with 
economic prosperity throughout Europe, 
but more particularly in Germany. 


VIEWS OF DIRECTORS 
Well, ladies and gentlemen, as I said, we 


received offers for the Koholyt properties 
which, as men of business, we could not refuse 
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at least to consider. I have already told you 
that some of these offers were made on the 
basis that we should hand over control by 
accepting a price for our ordinary shares and 
leaving the preference shareholders under an 
alien domination. We turned those offers 
down without hesitation, and in passing I may 
say that one of them was attractive to the 
holders of the ordinary shares. Throughout 
we have said to any parties who have 
approached us with a view to taking over the 
Koholyt properties, that we will only part 
with control if (a) the terms are such that our 
future supplies of pulp are safeguarded, and 
(6) the preference shares receive an offer 
which, in our opinion, is adequate and fair, 
It will be obvious to you that those directors 
of your company who, like myself, are 
directors of the Inveresk Company are in a 
position of some considerable difficulty, as 
there is an apparent conflict of interest which 
cannot in any way be avoided. What is 
perhaps not so obvious is that while we 
continue to hold and to operate the Koholyt 
properties (and I may say in passing that 
we are fully satisfied with the progress they 
are mé iking and the profits they are earning), 
the conflict of interest to which I have 
alluded is still there, because part of our 
business as directors of Inveresk is to buy 
our pulp as cheaply as possible, and our main 
interest as directors of the International Pulp 
and Chemical Company is to see that as large 
a price as possible is obtained for the products 
of the properties, so that all shareholders of 
the company, including the preference share- 
holders, shall get the return to which they are 
entitled. 


POSITION OF PREFERENCE SHARE- 
HOLDERS ON ACCEPTANCE 

Well, ladies and gentlemen, I believe and 
I hope you will agree with me that the 
solution which, after long and careful con- 
sideration of the circumstances, and after 
taking independent financial and legal advice, 
we are putting before you is the best possible 
one in the circumstances. As I said in my 
circular letter of June 24, you retain your 
character of preference shareholders, and 
you retain your participation through your 
holding of ordinary shares, the only difference 
being that, whereas your preferential dividend 
and your participation at present are based 
on the profit-earning capacity of prope rties 
situated in Germany, you will, if you accept 
the offer, have a preferential dividend and a 
participation based on an organization which 
1 think I may fairly describe as world-wide 
in its operations. If eventually we do sell 
the Koholyt properties, your position will 
be even better than if you had remained as 
shareholders in the International Pulp and 
Chemical Company, because you will obtain 
your full share of the benefits of a sale and 
will have your continuing interest in Inveresk. 
If we continue to operate the Koholyt 
properties, and more particularly the pulp 
mills, you will benefit by any contracts we 
are able to make for our supplies of pulp. 
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In brief, as I have already stated, it seems to 
me that the bargain holds the scale evenly 
between both parties. 

[I think the terms of the offer are sufficiently 
explicit in the circular to be intelligible to 
everybody. You get the dividend due to you 
on June 30 at the rate of 8 per cent., subject 
toincome tax. You get Is. per share in cash, 
free of any deduction for income tax. You 
get one 6$ per cent. “ B”’ preference share 
of the Inveresk Company for each preference 
share you now hold in the International Pulp 
and Chemical Company. This new 6} per 
cent. preference share will rank immediately 
behind the 600,000 8 per cent. preference 
shares now existing, and I think you will 
agree that both as regards capital and income 
they are very amply secured. For each five 
preference shares you now hold you _ will 
receive one Inveresk ordinary share, which 
will rank for the final dividend as from July 
15. After the final dividend in respect of 
the current financial year is paid the ordinary 
shares which are being offered to you will 
rank in all respects and be pari passu with 
the existing Inveresk ordinary shares. We 
estimate that the cash value of the offer 
which we are making to you is 41s. per share, 
and on that basis we are paying in cash for 
odd shares which cannot be included in sets 
of five. 

KOHOLYT PROFITS IN CURRENT YEAR 

Ladies and gentlemen, I think I have now 
coverel the whole of the ground. If there 
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jouraalism. 
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“The Week in the City” 
acknowledged to be one of the best City articles in modern 
Large numbers of people have paid tribute to the value of these 
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are any questions which you desire to address 
to me, and which I am ina position to answer, 
[ will do my best to supply the required 
information. I cannot tell you the exact 
profits earned by the Koholyt group of pro- 
perties in the current year, for the reason that 
their accounting period is to June 30. They 
are, however, very satisfactory, and I may 
add that they have been taken into 
consideration in fixing the terms of the offer. 

Finally, I desire to say one thing. My 
colleagues and I wish to be absolutely frank 
with you. You must, however, realize that 
there are occasions when directors cannot 
at a public meeting give detailed information 
without perhaps jeopardizing interests which 
they are bound to protect. There are factors 
in this problem which I cannot discuss 
publicly, for the reason that it would be 
highly inadvisable. I am going to appeal 
to you not to press me for information if my 
colleagues and I take the view that such 
information ought not to be given publicly, 
ani I would ask you to leave certain matters 
to our discretion and to our sense of fairness. 
I think, considering the results which we 
have achieved for you, that is a proper 
request and one which will be respected by 
you. (Cheers.) 

After some discussion, in the course 
of which several shareholders expressel 
appreciation of the efforts of the directors 
on their behalf, the meeting concluded 
with a unanimous vote of thanks to the 
chairman. 
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Obituary 


MR. FREDERICK LUBBOCK. 


On June 23, at his house at Sevenoaks, died Mr. Frederick Lubbock, chairman 
of the London Board of the Bank of New Zealand, chairman of the London Merchant 
Bank, director of the Loudon Assurance Corporation, and director of the British 
Bank of South America. 

Born on May 1, 1844, Mr. Lubbock was the sixth son of Sir John William 
Lubbock, and brother of the first Lord Avebury. In 1860 he entered the eminent 
banking firm of Messrs. Robarts, Lubbock and Company, of which he became a 
partner, and which was afterwards amalgamated with Messrs. Coutts. 

Mr. Lubbock married, in 1869, Catherine, only daughter of the late Mr. John 
Gurney, of Earlham Hall, near Norwich, and had six sons and one daughter. One 
of his sons, Mr. Cecil Lubbock, is deputy governor of the Bank of England. Another 
son, Mr. Percy Lubbock, is the author of ‘‘ Earlham,’’ that delightful memorial of 
the ancient home of the Gurneys of Norfolk. 

LORD ORANMORE AND BROWNE. 


Lord Oranmore and Browne died at Mereworth Castle, near Maidstone, on 
Thursday, June 30. Geoffrey Henry Browne, third Baron Oranmore and Browne 
in the peerage of Ireland and first Baron Mereworth of Mereworth Castle in the 
peerage of the United Kingdom, was born on January 6, 1861, and succeeded his 
father in 1900. He married, in 1901, Lady Olwen Ponsonby, eldest daughter of the 
eighth Earl of Bessborough, who was killed in the motor accident at Southborough, 
near Tunbridge Wells, on June 7, in which Lord Oranmore and Browne sustained 
fatal injuries. 

Lord Oranmore and Browne was a representative peer for Ireland, a Senator 
of the Irish Free State, a member of the Privy Council of Ireland, and a Knight of 
the Order of St. Patrick. For many years he served on the London Committee 
of the Ottoman Bank, and was a director of the Bank of Roumania. 


The Guernsey Old Bank Centenary 


The centenary of the establishment of the Guernsey Old Bank, the first bank 


to be founded in Guernsey, and now a branch of the National Provincial Bank, 
occurred on June 16, To commemorate the occasion, the directors of the National 
Provincial Bank entertained a large company at luncheon, and a reception was 
afterwards held at Le Vallon, St. Martin’s, the residence of Mr. E. G. Carey, His 
Majesty’s Receiver-General, and vice-chairman of the local board of the bank. 
The National Provincial Bank was represented by one of its directors, Mr. 
F. Alexander Johnston, and Sir Alfred Lewis, the chief general manager, and the 
company included the Lieutenant-Governor of Guernsey, Mr. J. B. Collings, chairman 
of the local board of the Naticnal Provincial Bank, and the Dean of Guernsey. 
In reply to the speech of welcome made by Mr. Collings, Mr. Johnston said: ‘* We 
are celebrating a unique occasion—the completion of a hundred years of the bene- 
ficent and honourable career of the Old Guernsey Banking Company, an institution 
deep in your affections and respected and honoured by us all. I feel that the 
National Provincial Bank is perhaps somewhat out of place on this particular 
occasion—indeed, I might compare it to a great army arriving on the field of battle 
after the victory had been won, just in time to share in the honours of the day; 
for, although it is one hundred years since the Guernsey Banking Company was 
founded, it is only some three years since the National Provincial Bank came into 
its active life. Let me therefore pay honour to whom honour is due and stretch out 
my hands in grateful and appreciative congratulations to those who have borne 
the heat and burden of the day, the directors, the management and the staff of 
the Old Guernsey Banking Company, to whose constant and devoted care the high 
reputation and the prosperity of that bank are so pre-eminently due.”’ 


Banking Appointments 

Mr. E. C. Riddle, who has been deputy governor of the Commonwealth Bank 
of Australia since the appointment of Mr. J. S. Scott as London manager, has 
succeeded Mr. James Kell as governor of the bank, and Mr. H. T. Armitage has 
been appointed deputy governor. Mr. Kell was recently elected to the board of 
the Australian Bank of Commerce. 

Mr. EF. W. Holden has been elected a director of the Bank of Adelaide in place 
of the late Sir George Brookman, 


Mr. Hugh Kenyon Kindersley has been appointed a managing director of 
Lazard Brothers and Company, Limited. Mr. Kindersley is the son of Sir Robert 


Kindersley, chairman of Lazard Brothers, 





